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Prices and the Dollar 


IRST among the objectives of the 

Price Control Bill, introduced in 

Congress August 1, the following 
appears: 

Section 1 (a) It is hereby declared that 
it is in the interest of the national defense 
and security and the purposes of this act 
are (1) to preserve the value of the national 


currency against the consequences of price 
and credit inflation. 


Here we have a reversal of the situa- 
tion that had existed for some time. 
Formerly, the effort was to drive down 
the value of the dollar, which was too 
high; that is, it bought too much—prices 
were too low. Now they threaten to 
become too high. 

Historically, it must be recorded that 
the effort to drive down the value of 
the dollar met with but little success. 
In attempting to drive its value down, 
the gold standard was abandoned, the 
gold content of the dollar reduced by 
41 per cent, and the price of gold ad- 
vanced from $20.67 per fine ounce 
to $35. 

Despite all these measures, the dol- 
lar showed but little if any deprecia- 
tion, and prices did not rise as evi- 
dently was one of the objectives of 
these measures. 

Against the assaults aimed at it, 
the American dollar fought as valiantly 
as did the “horse-taming Hector” at 
the famed siege of Troy. 


There are two reasons for the failure 
of dollar devaluation to affect prices in 
the manner expected by some. 

Fundamentally, the theory that prices 
are largely influenced by monetary 
policy is subject to severe limitations. 
Money is but one of many factors gov- 
erning prices, and hardly the principal 
one. 

But there is another reason why 
downward prices do not readily follow 
currency devaluation. Since 1879, at 
least, to the American people a dollar 
had been a dollar of fixed gold content, 
and it takes a long time for the people 
to realize that it has become anything 
else. Like the yellow primrose at the 
river’s brim, which was a yellow prim- 
rose and nothing more, so to the aver- 
age American a dollar was always a 
dollar. 

Those who happened to be in France 
while the franc was slowly depreciating 
had an opportunity of witnessing the 
practical illustration of this principle. 
While the gold value of the franc had 
already depreciated to a marked extent, 
French tradesmen were slow to realize 
what had taken place, and goods re- 
mained very cheap. To the French 
people a franc was still what it had 
always been, a franc. True enough, the 
awakening came later, but not until the 
franc began its quick and disastrous 
descent. 
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It is clear that the monetary factor 
is not now looked to for the control of 
prices, for other elements in the situa- 
tion are responsible for the menace of 
price inflation, which cannot be avoided 
by monetary manipulation, nor is this 
contemplated, although the excessive 
bank reserves occasion concern as favor- 
ing an inflation of credit. 
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WHERE THE NATIONAL INCOME 
GOES 


QNE complaint about the capitalistic 
system is that income is not prop- 
erly distributed, that the workers in 
industry do not get their rightful share 
of the profits. If this has been true in 
the past, a change in this relative dis- 
tribution of income is taking place. 

Studying the income figures of the 
United States for the first five months 
of 1941, and comparing them with the 
same period in 1929, the Business Bul- 
letin of the Cleveland Trust Company 
finds that in the five months of 1941 
there was an increase of $635 million 
in wages and salaries, compared with 
the earlier period, and an increase in 
relief payments, unemployment benefits, 
and other special income paid mostly 
to labor, three times as large in 1941 
as they were in 1929, the increase 
amounting to $788 million. 

But while labor was thus gaining, 
others were less fortunate. Proprietors 
of business and professional people had 
$264 million less in the first five months 
of 194] than they had in the like period 
of 1929. Of even greater significance 
was the decline of $1,421 million in the 
income from dividends and interest, or 
a falling off of 29 per cent. The Bul- 
letin states what is revealed by these 
figures, “that labor is receiving a larger 
share, and capital very definitely a 
smaller share, of the national income.” 

From a_ political standpoint this 
change is regarded as highly desirable, 
and perhaps from other viewpoints as 
well. But if the diminished proportion 
. of income going to capital should seri- 
ously curtail capital investment and new 
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enterprise, the gain to labor would be © 

less impressive than appears at first — 

sight. : 
© 


FANTASTIC FIGURES 
VERY likely only mild amusement was 


felt when, a short time ago, it was 
announced by a Princeton professor that 
the universe would likely run down in 
a hundred billion years. This dreary 
prospect was somewhat relieved by the 
hope that, after that time, a reverse 
process might set in, and the cosmos 
again start the restorative process. 

Fantastic as these figures are, and 
such as to cause to those now living no 
cause for worry, they are nevertheless 
of peculiar significance at this time. For 
it is precisely these same figures that, 
in the opinion of some, may be reached 
by the public debt of the United States 
before reaching the end of the program 
for national defense. 

Such an estimate may \prove wide of 
the mark, although we are already 
about half way to that goal, not so much 
on account of defense expenditures as 
because of a most liberal spending 
policy preceding the beginning of the 
outlays for defense. 

There seems to be no dependable 
estimate of how much debt the country 
may be able to bear—even a hundred 
billion might cause no greater concern 
than the present fifty billion. But it 
would be imprudent to accept this com- 
placency as warranting the assumption 
that there is no limit to be placed on 
the public debt. Such limitation may 
not be defined by any set number of 
billions, but it exists notwithstanding, 
And for this reason the authorities 
should be vigilant in making appropria- 
tions and in seeing that appropriated 
funds are wisely expended. 
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FORM OF BANK MANAGEMENT © 


N the August issue of THE BANKERS” 
MacazinE reference was-made to our 
existing republican form of government, ” 
as contrasted with the democratic form 
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A RECENT SURVEY indicates 
that among commercial banks, 
this institution handles the largest 
daily volume of transit items in 
the country. 


This fact has more than a statis- 
tical interest. 


Business seeks and flows natu- 
rally toward that agency which 
can provide the most efficient 
service. The greater the volume, 
the lower the costs. 


You will save time and money 
by sending your items to us. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Undivided Profits 
$45,000,000 


Member of Federal Deposit Insurance Corporation 
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which many believe to be that under 
which the country is governed. 


But it is not only in the affairs of 
government that the republican system 
rules. It extends generally to all our 
corporations, including the banks. For 
the latter are not managed by the share- 
holders, nor even by the directors. 
While it is true that the shareholders 
elect the directors, much as voters do 
their legislative and executive repre- 
sentatives, having done this, the share- 
holders have discharged their respon- 
sibilities. In the case of the banks, the 
directors do not actually exercise man- 
agement, but they choose officers upon 
whom this duty rests. Both with respect 
to the shareholders of banks and the 
voters at elections, great care should 
be exercised in choosing those who are 
to have the real control of affairs. And 
probably the dissatisfaction that frequ- 
ently arises in both instances is due to 
the lack of exercise of this proper care. 
At any rate, in banking it has been 
decided that management is not to be 
entrusted to mass meetings, but to 
those deliberately selected to exercise 
control. Very likely a further recogni- 


tion of this principle as applied to gov- 
ernment would be of advantage to the 
country at this time. 
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TAXATION AND INFLATION 


FROM its initial figure of $3,200,- 

000,000 the pending tax bill is to 
be pushed up to $3,500,000,000, and at 
least one Senator has expressed the 
opinion that another billion should be 
added—a not improbable development 
of the future. 

The proposal to extend the basis of 
taxation, so as to include practically all 
incomes, meets with considerable op- 
position in Congress. At present, out 
of a population of upwards of 130,- 
000,000, only some 6,000,000 pay taxes 
on their incomes. If substantially all 
were taxed, it would not only produce 
added revenue, but would make more 
people “tax conscious,” and thus sup- 
posedly contribute to economy. 
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There is one phase of the tax pro- 
posal that may not work out exactly the 
way looked for—its effectiveness against 
inflation. It is correct to say that 
money taken from the people in the 
form of taxes will not be available to 
those so taxed in purchasing ordinary 
commodities. But the money thus taken 
goes to the Treasury, and the Treasury 
does not put the money in a chest and 
sit on it, as was not quite accurately 
charged under the old sub-Treasury 
system. The funds thus collected are 
spent, and though the form of expendi- 
ture at the outset may be different, 
finally the funds will move back into 
the hands of those from whom they were 
taken, there to exercise their inflationary 
tendency until again absorbed in taxes. 


@° 


DEFENSE FINANCING PROGRAM 


THE flow of increased earnings of in- 
dividual consumers must be in part 
siphoned away from the usual channels 
of distribution. Taxation to appreciably 
offset defense costs is one way. But 
that will not alone suffice. 

The second way, and one which 
should not at all be an alternative but 
rather a supplement to taxation, is that 
these extra earnings should largely be 
employed in the purchase by individuals 
of Government or defense bonds. This 
would limit expansion of consumer 
goods industries by curtailing the po- 
tential rise in demand occasioned by 
the defense program. You will recall 
that in the first World War the recur- 
rent Liberty Loan drives helped to serve 
that purpose. 

Another point in favor of this type 
of program is that it will develop. in 
the individual a sense of thrift. The 
increase in interest of individuals in 
securities—and security—and the better 
appraisal of the value of accumulated 
savings that resulted from the Liberty 
Loan drives is still fresh in our memory. 
—Henry H- Heimann, Executive Man 
ager, National Association of Credit 
Men, New York City, in his recent 
Monthly Review of Business. 
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Some Limitations on 


Monetary Control 


URING the last two decades in- 

creasing emphasis has been given 

to the porsibility of stabilizing 
prices and of preventing inflation and 
deflation by controlling the quantity of 
money in circulation. In recent years 
a number of plans have been suggested 
for giving to a Monetary Authority 
complete control over our money sup- 
ply. For example, a movement has been 
led by Professor Irving Fisher to re- 
quire banks to maintain 100 per cent 
reserves behind all demand deposits 
subject to check, thereby taking away 
from the banks the power to alter the 
volume of demand deposits through 
their loan and investment policy: A 
bid for a more effective control of our 
supply of money is also to be found in 
the recent recommendations of the Fed- 
eral Rererve authorities for increased 
power to regulate the reserve require- 
ments of all banks, and for the removal 
of certain existing monetary powers in 
the hands of the Treasury. These ad- 
ditional powers would make it possible 
for the Reserve Bank authorities to 
limit ‘credit expansion by mopping up 
the huge supply of excess reserves in 
the hands of the member banks. 

Our supply of money, as defined by 
most economists, consists of currency 
outside banks plus adjusted demand de- 
posits subsect to check. In order for a 
Monetary; Authority to control our 
money supply it would be necessary 
to control not only the volume of cur- 
rency, but also the volume of demand 
deposits subject to check. It is not 
my intention to discuss the details of 
various plans for a more effective con- 


By Raymond F. Mikesell 


trol of our money supply, but to point 
out the limitations of such measures in 
dealing with the problems of inflation 
and deflation, and of business cycle con- 
trol. What is the significance of the 
quantity of money as a determinant of 
the level of prices and of business ac- 
tivity? To what extent will the stabil- 
ization or manipulation of the volume 
of bank money prevent inflation or de- 
flation? 


Functioning Cash Balances 


In order to answer these questions 
we must begin with a discussion of 
the functions of cash balances in a 
modern money economy. Our money 
system, in addition to providing us with 
a unit of account, serves as a mecha- 
nism by means of which payments may 


**Mere stabilization, or even a 
decrease in the existing volume 
of money is no guarantee against 
inflation. Restrictive credit poli- 
cies and high interest rates affect 
all sectors of the economy 
equally, and are incapable of 
confining their restraining in- 
fluence to products and indus- 
tries which should be curtailed,’’ 
says the author of the accom- 
panying article. 

Dr. Mikesell is assistant pro- 
fessor of economics at the Uni- 
versity of Washington. 
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be made and debts discharged. We 
need cash balances as a margin between 
our income and expenditures, the size 
of the balance depending upon the ir- 
regularity of our expenditures and re- 
ceipts. Since most payments are made 
by means of checks drawn on bank 
deposits, banks might be thought of as 
clearing houses for the people in the 
community, performing a function simi- 
lar to that of inter-bank clearings. Bank 
balances are needed in the performance 
of the medium of exchange function in 
a dynamic world in the sense that they 
represent a cushion, or a margin be- 
tween income and outgo. Ultimately, 
it is our income which represents, for 
the most part, our means of making 
payments. 

In considering the mechanism by 
which payments are made in the busi- 
ness world, check payments do not al- 
ways represent a transfer of balances 
from the account of one person or firm 
to another; nor may we consider the 
volume of balances a limit to the vol: 
ume of payments which may be made 
over a given period of time, however 
short. When over the period of a day, 
a large volume of credits and debits is 
made to the account of a bank’s cus- 
tomer, a substantial part of the checks 
drawn on the bank are not dependent 
upon the deposit balance which existed 
at the beginning of the day. Thus the 
deposit balance at the end of the day, 
or at the time of posting, simply indi- 
cates the difference between credits and 
debits over the period, plus whatever 
balance existed at the time of the last 
posting. The size of the cash balance 
needed in its role as a means of pay- 
ment is a function of the irregularity of 
income and outgo, and only in so far 
as there occurs a transfer of deposit 
balances from one account to another 
can it be said that these balances are 
actively performing the function of a 
medium of exchange, regardless of the 
volume of checks written but which are 
offset by the process of intra-account 
clearing. The supply of means of pay- 
ment is not simply the volume of bank 
balances plus currency, since it may be 
said that business men create a part 
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of our means of payment independently 
of the volume of deposits created by 
banks. 


Why Cash Balances Are Held 


Cash balances are held for purposes 
other than that of a margin between 
current income and outlay. Money also 
serves as a store of value or as a bearer 
of options. It is the most-perfect means 
of holding wealth, and as such, com- 
mands a premium over the highest 
grade bills and securities. Money, then, 
is held as a form of security, as a 
means of holding wealth, quite apart 
from its use in our medium of exchange 
mechanism. At certain times a very 
large proportion of the existing cash 
balances are held as a kind of an in- 
vestment, rather than actively serving 
in the exchange process. Evidence of 
the fact that demand deposits are 
capable of shifting rapidly from one 
category to another is to be seen from 
the fact that the exchange velocity of 
adjusted demand deposits is subject to 
wide fluctuations. From the accompany- 
ing table it may be seen that the an- 
nual turnover of demand deposits de- 
clined from an all-time high of 53.5 
in 1929 to 18.5 in 1940. 

Time deposits and high grade short- 
term securities are very close substi- 
tutes for money in the performance of 
this store of value function. Higher in- 
terest rates on time deposits and other 
inducements on the part of banks would 
make for a transfer of demand deposits 
to the category of savings deposits, 
thereby increasing the lending power 
of banks without an accompanying in- 
crease in the total quantity of money. 
An increase in interest rates would also 
induce those with large idle balances 
to purchase other types of asets, thereby 
releasing balances for use as clearing 
balances in the exchange mechanism. 
It is to be concluded therefore, that 
stabilizing the volume of demand de- 
posits plus currency will not insure 
stabilization of the monetary dem 
for goods and services. 

The required volume of demand de- 
posits needed in their active role as a 
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cash balance to supplement the clear- 
ing of checks, is determined by the vol- 
ume of trade in the community, the size 
of the incomes of individuals and firms, 
and the irregularity of expenditures and 
receipts. As incomes rise, and there is 
a need for larger balances, there is a 
net increase in the demand for loans 
from banks. Also, with a rise in in- 
terest rates, the public becomes less 
willing to hold idle balances as a means 
of holding wealth, and will turn to 
equities and debts. If banks are unable 
to expand the total volume of bank 
credit money, the velocity of the exist- 
ing volume of money will tend to in- 
crease. With the increased demands of 


DEBITS AND TURNOVER OF DEMAND DEPOSITS, EXCLUDING 
INTERBANK DEPOSITS AND COLLECTION ITEMS AT 
COMMERCIAL BANKS* 


(Debits and deposits in millions of dollars) 


Turnover rates for demand deposits at all banks are based on: (1) the annual 
volume of debits to demand deposits, excluding interbank accounts, which is re- 
ported by commercial bank members of some 250 clearing houses. 
then adjusted to include estimated debits at other banks and to exclude a small 
amount of estimated debits to time deposits; (2) the average volume of demand de- 
posits at all commercial banks adjusted to exclude interbank deposits and cash 
These figures are partly estimated. 


*The data for this table were supplied by the Division of Research and Statis- 
tics, Board of Governors of the Federal Reserve System. 





All Commercial Banks ———————,, 
Demand Deposits Annual Turnover 


17,880 36.1 
19,360 36.1 
17,400 32.7 
17,990 34.4 
19,270 $4.1 
19,830 34.6 
21,440 36.8 
21,780 38.5 
22,120 41.4 
22,880 47.0 
23,120 53.5 
22,290 40.0 
19,840 33.6 
16,610 27.5 
16,050 26.4 
18,240 26.3 
21,730 24.6 
25,140 24.4 
26,010 24.4 
25,730 214 
28,630 20.2 
33,040 18.5 


These debits are 


business and the public for larger clear- 
ing balances, interest rates will rise, and 
more funds will be released to satisfy 
the needs of the exchange mechanism. 
From 1925 to 1929, demand deposits 
increased by only one-half billion dol- 
lars, but, their velocity increased by 
50 per cent. At the present time ad- 
justed demand deposits are over 33 bil- 
lion dollars as compared with 23 mil- 
lion in 1929. On the other hand, the 
annual turnover of deposits is only 
about one-third of what it was in 1929, 
With no increase in the present volume 
of money (about 40 billion, all told) 
it would be possible to have a tre- 
mendous inflation in this country if our 
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existing balances were to be used as 
effectively as they were in 1929. 


What About 100 Per Cent Reserves? 


But, it may be asked, why not solve 
this problem by reducing the large vol- 
lume of bank credit outstanding today? 
This could be done by some type of 
100 per cent reserve plan, or by giving 
the Reserve Bank authorities power to 
raise the reserve requirements without 
limit. Not only would the 6 billion 
dollars in excess reserves have to be 
wiped out, but banks would have to be 
forced to sell some of their investments 
in order to substantially reduce the to- 
tal quantity of money. The chief effect 
of this action would be a rise in inter- 
est rates, at a time when the Govern- 
ment is trying to finance its huge in- 
debtedness. The value of Government 
bonds would fall, and costs would be 
higher because of higher interest 
charges. Moreover, price inflation in 
many sectors of the economy would not 
be prevented, nor would speculation in 
the commodity and security markets. 
High interest rates have never been a 
significant deterrent to speculation. 

With regard to our present problem 
of financing the defense program, 
monetary control will be of limited sig- 
nificance. True enough, an unlimited 
increase in our quantity of circulating 
medium should be prevented. But mere 
stabilization, or even a decrease in the 
existing volume of money is no guar- 


antee against inflation. Restrictive 
credit policies and high interest rates 
affect all sectors of the economy 


equally, and are incapable of confining 
their restraining influence to products 
and industries which should be cur- 
tailed. At the present time we are con- 
fronted with an over-abundance of sup- 
plies and productive capacities of farm 
products and certain other consumption 
goods, while drastic curtailment of out- 
put is necessary for many consumers’ 
durable goods which compete with the 
production of tanks, planes and other 
armaments. At the beginning of 1941 


\ 
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there were approximately 8 million un- 
employed workers in the United States, 
This reserve of labor, together with our 
abundant supplies of foodstuffs and 
other raw materials, will act as a 
powerful check on general inflation. 
But in other sectors of the economy 
where shortages and bottlenecks exist, 
prices will soar if the consumer demand 
is left unchecked. Consumer demand 
may be reduced by taxation or, in some 
cases, outright rationing might be ad- 
visable. But a general restriction of 
bank credit and high interest rates will 
not necessarily have a restraining in- 
fluence on investment and output in 
those industries where curtailment of 
consumers’ goods production is desir- 
able. Such a policy may merely in- 
crease the costs and: lower the profits 
of agriculture and other industries 
whose prices the Government is endeav- 
oring to raise. 

In conclusion it may be said that an 
abundant money supply and low inter- 
est rates are no guarantee against a fall 
in prices and a decrease in monetary 
demand. Nor would stabilization of 
the existing volume of money neces- 
sarily prevent general price inflation. 
Still less would a policy of credit re- 
striction and high interest rates differ- 
entiate between those sectors of our 
economy where restriction of investment 
and the prevention of speculation are 
necessary, and those branches of indus- 
try and agriculture where price in- 
creases are desirable in order to remove 
existing price disparities. 
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DEMOCRACY MUST BE WON 


Democracy is not self-operating. It 
must be won by each generation. Ils 
existence cannot be taken for granted. 
It needs constant attention and care 
since it has bitter competitors in the 
world market of ideas—William 0 
Douglas, Associate Justice of the Sw 
preme Court, in the current Rotarian 
magazine. 






“Always Ready ti 


** .. The Navy is always ready”’ 
Secretary of the Navy Franx Knox 
May 7, 1941 


Ou: First Line of Defense—The Navy—in ever increasing strength stands 
watch over the American nation. And each day the tempo of our shipyards, 
the basic factor in our country’s naval power, is accelerated. 

Bank credit—like the U. S. Navy—also is always ready. Commercial banks 
are actively participating in financing the construction of the new shipyards 
which are beginning to dot the nation’s coastline. The staccato tattoo of 
thousands of riveting machines heralds the growth of an invincible two-ocean 
navy, as destroyers and other ships of war glide down the ways months ahead 
of schedule. 

In financing the building of shipyards, as in other rearmament activities, the 
Chase is cooperating in vigorous measure with correspondent banks through- 
out the country, thus helping to place in the hands of our armed forces the 
means of defending America’s safety and integrity. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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Financial 


Radio Advertising 


Part II 


O you recommend using the larger 
stations with a few announce- 
ments, or programs, or do you 

advocate spending the same amount of 
money and getting more announcements 
on the smaller stations? is a question 
frequently asked. I would say that this 
depends upon the coverage of the sta- 
tion in relation to your trading area or 
the territory from which you have a 
reasonable chance of getting business. 
If you can attract business from the en- 
tire area or a sizable portion of the area 
of the larger station, and you feel that 
its rates are economical, it would be 
good business to use it. If the smaller 
station does a more economical job of 
covering the territory from which you 
hope and expect to get business, I would 
use it. For instance, using the budget 
of $100 per week, again, for radio ad- 
vertising the thing to do is to try to 
get the most broadcasts per week during 
the time periods when you could reach 
the family audience on the station that 
best covers the area in which you do 
business. There are some angles to con- 
sider in connection with this, in addi- 
tion, however, and that is the relative 
popularity of the stations in your own 
area. In some cases, there might be a 
vast difference in the local popularity 
and in the circulation that you could 
get in your own trading area. That is 
something that your advertising agency 
can help you with, or that you can de- 
termine auite easily by your own know]- 
edge of the local situation. 


Size of Sponsor and City 


Is radio advertising more effective in 
a large metropolis or in a smaller city? 
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By Craig Lawrence 


Commercial Manager, Iowa Broadcasting 
Co., Des Moines, Iowa 


As far as I know, there is practically 
no difference. Radio listening, in most 
cases, is slightly higher in the smaller 
towns and on the farms than in the 
large cities, but a good many of the 
success stories of radio come from mar- 
kets of all sizes. I don’t believe that 
it’s a question of the size of the town 
nearly as much as it is the question of 
establishing a favorable contact be- 
tween you and your prospects wherever 
they are, and of being able to capitalize 
upon those contacts favorably in the 
form of increased business for you. 


Is it effective for a small company in 
a large city? The same answer here 
applies as to the previous question. [ 
believe that there are many advantages 
in radio for the small company. To 
my unpracticed eye, this might be es- 
pecially true in your business. I say 
this because I cannot tell, frankly, from 
looking at one institution in our city 
and comparing it with another in your 
line of business which is the biggest, or 
the most substantial. Of course, I could 
look at the financial statements to find 
out, but 99 people out of 100 don’t look 
at them and don’t care to look at them. 
Consequently, to them the size of the 
company is whatever they make it in 
their own mind. In setting up this men- 
tal picture of your business and the 
desirabliity of doing business with you, — 
they have to depend upon your adver- 
tising. A small industrial bank, adver- 
tising in a creditable way on a g 
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radio station in association with such 
firms as Colgate-Palmolive-Peet, Lever 
Brothers, the Texas Company, Campbell 
Soups and others benefits from such an 
association. 


Handling the Commercial 


How much commercial should be put 
into a 15-minute news broadcast? How 
should it be split up? This is a matter 
of judgment, of course. We feel that 
a good quarter-hour news broadcast can- 
not carry more than from 21% to 3 min- 
utes of commercial advertising. We 
have, also, found it very effective to 
have two main sales talks, or two main 
commercials in the quarter-hour news 
casts. These should preferably be in 
the body of the program at approxi- 
mately the 5-minute point and approxi- 
mately the 12-minute point. It is always 
well to follow the last commercial either 
with weather forecasts, last-minute bul- 
letins or, if possible, with some light 
news items which will leave the listener 
with a smile. Sometimes that can’t be 
worked out. In connection with com- 


mercials on news programs a private 


survey conducted recently indicates that 
it is wise to keep the commercials in 
the same tempo as the news. The 
sentences should be short and to the 
point. Have the news announcer de- 
liver the commercials in the body of 
the program. It isn’t necessary to try 
to disguise these commercials as news 
items; in fact, that is bad. However, 
they shouldn’t be of the type which 
sounds a drum of warning that a com- 
mercial is about to come. That is often 
done unconsciously by saying such 
things as, “Friends,” or “Now we have 
a message for you from so and so,” or 
other artificial introductions of that 
type. Every news program creates a 
mood and a channel of thought in the 
listener’s mind. By putting in these ar- 
tificial breaks, either with statements or 
other announcements, you destroy the 
mood and disrupt the channel of 
thought—you create a negative recep- 
tion for the commercial instead of a 
favorable reception. A great deal more 
could be said about the copy and the 


handling of it in relation to news pro- 
grams, but these are a few highlights. 


Spot Announcements 


If spot announcements are used, how 
many times daily and what time of day 
produce the best results? In this con- 
nection I would say that we personally 
have had the best results from spot an- 
nouncement schedules of three or more 
times per day—seven days per week. 
We have two campaigns of that type on 
our station KRNT. One is for a bank 
and the other, an automobile finance 
company, which has been broadcasting 
that type of schedule continuously since 
1934. Both of them, in fact, are long- 
time steady advertisers and have en- 
joyed good results. The announcements 
are placed at staggered times during 
the morning, afternoon and evening. 
You will recall that I mentioned these 
were three-per-day schedules. Over the 
period of a week this type of scheduling 
enables the advertiser to reach a very 
large circulation with the announce- 
ments. It is a matter of reaching a 
large circulation often with a brief mes- 
sage and doing the selling by repetition. 
This is in contrast to a daily quarter- 
hour program at the same time each 


“In any business, such as 
yours, where public relations is 
such a vital factor, you will do 
well to strain your eyes in an 
effort to peer into the future. 

‘‘Every business firm which 
is in tune with progress and 
which is looking forward to its 
future will do well to begin to 
use radio broadcasting and to 
find the most effective formula 
for it today. It is something 
that will pay great dividends, 
not only immediately but in 
years to come,’’ says Mr. 
Lawrence in the accompanying 
portion of his recent address at 
the American Industrial Bank- 
ers Association convention, con- 
tinued from the August issue of 
THE BANKERS MAGAZINE. 
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‘‘More people are listening to 
more radio sets more hours 
every day than ever before. This 
is because it is basically sound, 
because it is the most direct and 
fastest means of communication 
in existence today, and because 
it is one of the greatest social 
forces of our time. Other things 
are coming along in the future 
of radio such as frequency 
modulation and television which, 
to my way of thinking, will be 
the acme of broadcasting per- 
fection. As we look back on the 
progress of the last ten years 
and then try to look ahead for 
ten years, it is hard to visualize 
what the status of radio will be 
as far as our daily lives are con- 
cerned.’’ 


day, where your actual circulation is 
smaller, but where you have more time 
for selling copy and for actual sales 
work on the smaller group of people. 
It is impossible to say which is best be- 
cause here again it depends upon the 
individual needs and both systems have 
worked out in good shape for various 
sponsors. 


Determining Effectiveness 


How long should a campaign of radio 
advertising run to really determine its 
effectiveness? I would say 52 weeks 
should be the length of your first con- 
tract, preferably, but with a minimum 
of 26 weeks. In this connection, a large 
advertising agency which has access to 
records of response and program popu- 
larity of a good many campaigns said 
that they can usually tell how success- 
ful a program is going to be at the end 
of the 26th week. According to their 
formula, which involves checking at the 
end of the 6th, 13th and 26th weeks, 
the 13-week response and popularity 
rating should double the 6th and the 
26-week rating should double the 13th. 
‘From there*on it is either a matter of 
steady growth, or the holding of a rela- 
tively even keel, for a successful series, 


or a dropping-off of an unsuccessful 
one. So much depends upon competi- 
tive position in the market, upon the 
potency of the selling copy itself and 
upon the relative growth of the program 
in popularity if it is a new one, that it 
is impossible to put a definite time limit 
on it. I have seen accounts where they 
have had immediate reaction to a new 
program. In other cases I have seen 
them where the first 13-week period 
showed practically no directly traceable 
results. In some cases those accounts 
have gone off the air—in others they 
have stayed on and have cashed in on it. 
I recollect one very large bakery in 
town which, at the end of eleven weeks, 
could see no response in sales. They 
almost cancelled the program which 
later the same year was getting increases 
of as high as 25 per cent in their 
monthly volume. 

How can 50-word spot announcements 
be made to have real advertising pull 
and not sound like just “fifty words the 
announcer must say?” Can some sample 
announcements be presented? The first 
requisite is to have an interesting story 
to tell. With this it is comparatively 
easy to tell the highlights of the story 
in 50 words. You’d be surprised at the 
lack of wordage in a good bit of news- 
paper small-space advertising. Remem- 
ber that announcement advertising, in 
some respects, is comparable to small 
space in the newspaper. I’ve seen a 
good many such advertisements which 
could not include more than 25 or 30 
words, and we use a number of such 
on the air quite successfully. 

\ 


Morris Plan Experience 


What type of business is solicited by 
radio successfully and are the applica- 
tions of a good type? One case in which 
we have found this to be mentioned 
specifically is that of the Morris Plan 
Bank of Philadelphia. Mr. Pittman, the 
president, says: “We were told before 
our broadcast started that radio would 
reach a lower income group mass au- 
dience; however, we found that many 
of our new customers came from 4 
higher income grouping than our adver- 
tising had previously attracted. Sup- 
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porting this fact, we found that in the 
first eight months of our campaign the 
size of the average loan increased 21 
per cent. One of the unusual features 
of our broadcasting campaign was the 
fact that results not only kept pace with 
the time but that each succeeding 
month produced greater results than the 
previous one. We started on Station 
WIP on Labor Day, 1938, and each suc- 
ceeding month from September of that 
year forward saw healthy increases per- 
centagewise. During our initial year on 
the air our loan volume increased 51.7 
per cent over the same period of the 
previous year. During this same period 
our savings increased by the unbeliev- 
able total of 152.9 per cent. Again, I 
would like to make mention of the fact 
that since November, 1939, each month 
has seen not only an increase in results 
but larger increases than the previous 
months.” Incidentally, this firm spon- 
sors a daily evening news broadcast. 


Let me add one evangelistic note as 
far as radio broadcasting is concerned. 
Earlier I pointed out the growth of 
radio, as far as the listening public and 
as far as advertising is concerned-—that 
growth is continuing steadily. More 
people are listening to more radio sets 
more hours every day than ever before. 
This is because it is basically sound, 
because it is the most direct and fastest 
means of communication in existence 
today, and because it is one of the great- 
est social forces of our time. Other 
things are coming along in the future 
of radio such as frequency modulation 
and television which, to my way of 
thinking, will be the acme of broadcast- 
ing perfection. As we look back on 
the progress of the last ten years and 
then try to look ahead for ten years, 
it is hard to visualize what the status 
of radio will be as far as our daily lives 
are concerned. 


In any business, such as yours, where 
public relations is such a vital factor, 
you will do well to strain your eyes in 
an effort to peer into the future. Adver- 
tising is your chief means of public re- 
lations, and advertising is also com- 


munication. Communication changes. 
The jungle method of smoke fires and 
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tom-tom beating seems ludicrous today. 
Who knows—ten years from today some 
of the present means of communication 
and advertising will seem almost as out 
of place as the horse and buggy. Re- 
member that radio is of the age of the 
automobile, air-conditioning and avia- 
tion. In other words, radio is of today 
and tomorrow. The point I wish to 
make is this—that every business firm 
which is in tune with progress and which 
is looking forward to its future will do 
well to begin to use radio broadcasting 
and to find the most effective formula 
for it today. It is something that will 
pay great dividends, not only imme- 
diately but in years to come. 


© 


DEMONSTRATE BANKING 
ESSENTIALITY 


Ir we are to implement the American 
concept of democracy—the very thing 
we are today fighting to preserve—we 
cannot do so by merely affording uni- 
versal freedom at the voting booth. We 
must implement the concept of a wealth- 
creating group of free men. Such 
wealth should be distributed to the 
creators thereof in proportion to indi- 
vidual ability, inherent capacity, will- 
ingness to expend energy and to control 
desire and thus preserve some measure 
of earnings above appetite. We must 
implement a free economy where men, 
money, machines, and management are 
freely and independently organized to 
produce, distribute, profit from, and 
consume the production of others. 
The banks of the nation stand in the 
critical position of being the essential 
bottleneck through which all this must 
occur. If we are to remain as private 
chartered banking institutions, such a 
goal must be our immediate and earnest 
objective. Thus, and thus alone, can 
we convince the man in the street that 
banking is essential and useful to him. 
He must have demonstrated the con- 
structive touch of banking in his daily 
life and in his hourly struggle to make 
that life fully expressive and produc- 
tive—Thomas C. Boushall, President, 
The Morris Plan Bank of Virginia, 
Richmond, Va., in a recent address. 
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HIS one compact volume contains the 
most complete and thorough discus- 
sion yet to appear of that difficult and 
perplexing phase of banking administra- 
tion—the management of the bond port- 
folio of a bank. 

An increasing amount of attention and 
discussion have been given in recent 
months to the bond portfolios of banks 
and to the analysis of securities by bank- 
ers, but practically nothing has been said 
or written on the question of how to deter- 
mine what bonds the individual bank 
needs to meet its own particular require- 
ments. Here, at last, is an answer to 


‘many of the questions in this field which 


have been plaguing bankers for years. 


You Must “Know Your Bank” 


That it is necessary for a bank to have 
sound policies and programs if it is to 
manage its secondary reserve and its in- 
vestment account successfully, is the 
central idea around which this book is 
written. Coupled directly and imme- 
diately with this basic concept is the thesis 
that, in order to accomplish this end, the 
first step for every banker to take is to 
study and analyze his own bank for the 
purpose of policy formations and admin- 
istration in this field. As Mr. Robert M. 
Hanes, President of the American Bank- 
ers Association says, you must “know 
your bank.” 


Price $5.00 


BANKERS PUBLISHING COMPANY 


465 Main Street Cambridge, Mass. 
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Wages and Hours a 


Problem for Banks 


HILE the Fair Labor Standards 

Act, or, as it is more commonly 

known, the Wage and Hour Law, 
is fairly brief, the rulings, interpreta- 
tions, and court decisions which have 
developed are voluminous and, in many 
instances, -contradictory. 

Is it any wonder, then, that the man- 
aging officers in many of the small in- 
terior banks have thrown up their hands 
in disgust and are doing nothing toward 
compliance, or, which may be worse, 
are doing exactly the wrong thing. They 
are the ones who may finally be called 
on to pay a heavy penalty. I have per- 
sonal knowledge of eighteen banks of 
moderate size located in one state 
which, after inspection by the Wage and 
Hour Division, were each called on to 
pay from $175 to $900 to cover alleged 
minimum salary and overtime compen- 
sation. Just multiply these instances by 
the average for the country and the 
results will be frightening. 

Moreover, we must have in mind that 
other expense may be increased as a 
result of attempts to prevent increased 
labor costs, such, for instance, as 
mechanization that does not bring a 
commensurate decrease in labor costs. 
There is another very real danger to be 
considered. Suppose, in _ extending 
credit, no attention is paid to the ques- 
tion of proper compliance by concerns 
which are or may be ruled to be en- 
gaged in interstate commerce. Failure 
on their part to comply may result in 
their being called on to pay consider- 
able sums for wages, overtime, liqui- 
dated damages, attorneys fees, and court 
costs, thus limiting their ability to meet 


By Leslie K. Curry 


Vice-President, Mercantile-Commerce Bank 
& Trust Company, St. Louis, Mo. 


maturing obligations promptly and, in 
some instances, perhaps, forcing com- 
plete or partial liquidation under liberal 
bankruptcy laws, or otherwise. 

Section 7 of the Act says that if time 
is worked in excess of 40 hours, over- 
time must be paid at one and one-half 
times the regular rate of pay. This 
section seems perfectly clear and definite 
to me, and I believe it means just what 
it says. It is true that Judge Atwell of 
the United States District Court for the 
Northern District of Texas did not think 


Strauss 


LESLIE K. CURRY 
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In this article Mr. Curry dis- 
cusses some of the problems with 
which banks are confronted in 
connection with the Wages and 
Hours Law. Most of these 
problems are connected with the 
assessment of compensation for 
overtime work since probably 
most banks pay considerably 
over the minimum wage. 

The article is based on a 
recent address before the South 
Dakota Bankers Association. 


so, for not long ago he handed down a 
decision to the effect that if the regular 
rate of pay equalled or exceeded the 
minimum requirement of the law plus 
one and one-half times the minimum 
rate for every hour of overtime worked 
in any work week, the provisions of the 
law would be satisfied. With due 
apology to his great wisdom and train- 
ing, I can only repeat that to me mini- 
mum still means minimum, and regular 
rate of pay means regular rate of pay. 

You will note that the Administrator 
is given definite authority to define and 
delimit the terms used. The original 
definition, which was released on Oc- 
tober 20, 1938, defined jointly the 
terms “executive” and “administrative,” 
and over a period of time created such 
a flood of protests from organized busi- 
ness and industrial groups, including 
banking, that public hearings were held 
in Washington for purpose of consider- 
ing a redefinition of the terms. A review 
of the efforts expended by the American 
Bankers Association in its attempt to 
secure interpretations particularly appli- 
cable to banks would serve no useful 
purpose here and might even have a 
tendency to confuse. Sufficient is it to 
say that just prior to the time the last 
hour change went into effect, on October 
24, 1940, the Administrator released 
new general definitions treating “execu- 
tive” and “administrative” employes 
separately. 

Under these definitions, an “execu- 
tive” employe must be one whose prim- 
ary duty consists of the management of 


the establishment or a customarily ” 


recognized department or sub-division 
thereof; who customarily and regularly 
directs the work of other employes 
therein; who has the authority to hire 
or fire other employees, or whose sug- 
gestions and recommendations as to the 
hiring or firing and as to the advance- 
ment and promotion, or any other 
change of status, will be given particular 
weight; who customarily and regularly 
exercises discretionary powers; who is 
compensated for his services on a salary 
basis at not less than thirty dollars a 
week; and who does no more than 20 
per cent of the same type of work as 
that performed by non-exempt employes 
working under his direction, with the 
additional provision that the latter re- 
quirement shall not apply in the case 
of an employe who is in sole charge of 
an independent establishment or a 
physically separated branch establish- 
ment. This departs from the old defini- 
tion in certain respects. Originally, an 
executive had to have the power to hire 
and fire, not hire or fire. The require- 
ment that he must be carried on the 
payroll on a salary basis is new, as is 
the specific determination of the amount 
of similar work to that done by non- 
exempt employes. 


An “administrative” employe must be 
one who is compensated for his services 
on a salary or fee basis at a rate of not 
less than two hundred dollars a month; 
who regularly and directly assists an 
employe employed in a bona fide execu- 
tive or administrative capacity, where 
such assistance is non-manual in nature 
and requires the exercise of discretion 
and independent judgment, or who per- 
forms under only general supervision, 
responsible non-manual office or field 
work directly related to management 
policies or general business operations 
along specialized or technical lines re- 
quiring special training, experience, or 
knowledge, and which requires the exer- 
cise of discretion and independent judg- 
ment; or whose work involves the 
execution under only general supervis- 
ion of special non-manual assignments 
and tasks directly related to manage- 
ment policies or general business opera- 
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tions involving the exercise of discretion 
and independent judgment. In the 101- 
page recommendation on which the new 
definitions are based, the term “‘admin- 
istrative” is reserved for those persons 
performing a variety of miscellaneous 
but important functions in business, and 
may readily be made to apply to many 
employes of the larger banks who here- 
tofore have not been classified as exempt 
employes. 

Needless to say, the present rulings 
brought but little relief to the small 
interior banks, and although a vigorous 
protest was filed by Mr. Wiggins, chair- 
man of the Committee on Federal Leg- 
islation, Administrator Fleming shows 
no disposition to give the matter further 
consideration. Indeed one would seem 
to be somewhat justified in the belief 
that the decisions as to the present rul- 
ings were reached even before the hear- 
ing was held. In any event, we know 
that we must go on in our attempt to 
meet the problem by every available 
means, but in the meantime we should 
not give up the fight to secure rulings 
that will be fair and equitable. 

If it should ultimately be determined 
that banks are engaged in interstate 
commerce and are covered by the law, 
it is quite probable that many will find 
that they have been innocently accumu- 
lating overtime liability. For instance, 
if an employe works overtime on his 
own initiative or as a result of an agree- 
ment between employes, the employer is 
nonetheless responsible for hours spent 
on such work, even though the employe 
may have signed out at the regular 
hour. We must remember that in the 
Act the definition of the term “employ” 
includes “to suffer or permit to work.” 
That provision also makes it illegal for 
an employe to enter into an agreement 
with his employer to work overtime but 
to sign out at an earlier hour. 


The answer to the problem is to so 
arrange the work that overtime will not 
be necessary, but when it does occur, 
the employe must be compensated for 
all time worked in excess of the statu- 


tory maximum, including fractional 
hours, at a rate which shall not be less 
than one and one-half times the regular 
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“If it should ultimately be 
determined that banks are en- 
gaged in interstate commerce 
and are covered by the law, it is 
quite probable that many will 
find that they have been inno- 
cently accumulating overtime 
liability. For instance, if an 
employe works overtime on his 
own initiative or as a result of 
an agreement between employes, 
the employer is nonetheless re- 
sponsible.’’ 


rate of pay. Such payments are pre- 
sumed to be made within a reasonable 
time, which generally should not be 
later than the next regular pay day. 

Insofar as the Act is concerned, over- 
time payments must be in cash. How- 
ever, the Administrator has ruled that 
time and one-half off, if given during 
the same pay period, or prepayment, 
under certain conditions, may be con- 
sidered as a cash payment. 

The “time off” plan may be resorted 
to only in those cases where the employe 
is paid on an hourly basis or works a 
fixed number of hours each work week, 
and is complicated by a general practice 
among banks to pay semi-monthly— 
with the result that there are rarely two 
complete work weeks falling within a 
single pay period. In order to eliminate 
confusion arising from this cause, the 
Administrator, not long ago, provided a 
remedy in the Supplement to Interpreta- 
tive Bulletin No. 4, which, in general, 
recites that if a pay period splits a 
work week, compensating time and one- 
half may be given during the next regu- 
lar work week. 

The “prepayment” plan is similar in 
that it may be used only when there is a 
fixed hourly rate or a fixed number of 
hours each work week. To make it 
effective, an arrangement must be 
worked out by agreement between em- 
ployer and employe that in any work 
week in which the employe works less 
than the statutory maximum number of 
hours the employer will advance the 
difference between the amount actually 
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*‘In order that each bank may 
know whether overtime liability 
is developing, it is absolutely 
necessary that time records be 
be kept. . . . I am certain there 
is not a bank anywhere that does 
not have ample records of this 
type, but there may be those that 
have been careless with respect 
to time records. If that is true 
those banks may find themselves 
severely penalized ... if it 
should ever become necessary 
for them to prove how much 
time was actually worked by an 
employe or group of employes.’’ 


earned and the amount he would have 
earned had he worked the full number 
of hours. The credits to the employer 
may be carried forward from pay 
period to pay period, but overtime due 
the employee may not be carried beyond 
the end of the pay period. The Admin- 
istrator warns, however, that the validity 
of such a plan depends upon the 
assumption that when the employe re- 
ceives a fixed or constant wage in the 
weeks when he works less than the regu- 
lar number of hours he is being paid in 
excess of what he earns or is entitled to, 
and is, therefore, being given a “loan” 
or “advance” which he may work out 
by subsequent overtime. Then the Ad- 
ministrator says, and I quote: 

“Whether this is actually the fact is 
easily susceptible of determination in 
the case of hourly rate employes. But 
even in their case the question sometimes 
arises as to whether the ‘loan’ or ‘ad- 
vance’ is really a loan or advance and 
not really a salary arrangement. . . .” 

The whole question here seems to 
turn on what would happen in the 
event the employe’s services should be 
terminated. Would the employer at 
that time undertake to recover from the 
employe the amount of the so-called 
loan or advance? If not, the Adminis- 
trator would undoubtedly view the 
. arrangement as a fictitious bookkeeping 
device. 

Although a monthly or weekly salary 


may be translated into an hourly rate of 


pay for purpose of making either the 
“time off” or “prepayment” plan effec- 
tive, it must be kept in mind that neither 
is applicable if the employe works an 
irregular or fluctuating work week, 
established either by agreement or cus- 
tom. The very nature of bank work 
generally argues against the fixed work 
week and largely renders either plan 
impracticable in general bank opera- 
tions. 

It is my considered opinion that the 
only safe way to handle overtime pay- 
ments is to actually make them in cash 
or something that can be converted into 
cash. Moreover, as has been pointed 
out, the courts need not necessarily 
agree with the interpretations of the 
Administrator, and should they subse- 
quently rule that overtime payments 
made under the “time off” or “prepay- 
ment” plan were not valid, and if it 
should ultimately be determined that 
banks are subject to the law, there might 
then exist a definite liability plus an 
equal amount for liquidated damages, 
attorneys fees, and court costs. 

In computing payment of overtime, it 
must invariably be based on the regular 
rate of pay and not on the minimum 
statutory provision. The technically 
correct method is set out in Interpreta- 
tive No. 4. For salaried employes work- 
ing an irregular or fluctuating number 
of hours, the formula is simply to trans- 
late the salary into a weekly rate and 
divide by the actual hours worked dur- 
ing the week to establish an hourly rate, 
and each hour worked in excess of 40 
must be paid for at one and one-half 
times the rate thus established. Under 
this method, an employe earning $20 a 
week and working 42 hours the first 
week, 39 the second, 47 the third, and 
40 the fourth, would establish hourly 
rates of approximately 48, 51, 43 and 
50 cents, respectively. With a 40-hour 
ceiling in effect, this employe would be 
entitled to overtime for the first and 
third weeks, but not for the second and 
fourth. For the first week, salary and 
overtime would amount to 20.64, and 
for the third, $21.72. You will note 
that the overtime in the third week is 
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five hours more than in the first, yet 
the increased cost amounts to only 
$1.08, or an average of approximately 
21 cents for each additional overtime 
hour. 

Because of a misunderstanding or a 
lack of understanding, many banks 
operating under a fluctuating work week 
are using a different formula, which, 
although simple and safe, definitely in- 
creases overtime cost. This method is 
simply based on the statutory work 
week, so that if an employe works more 
than the statutory number of hours, 
overtime is figured by dividing the 
weekly wage by 40 to establish an 
hourly rate, and for each hour of over- 
time an amount is paid equal to one 
and one-half times the rate thus estab- 
lished. Under this method and using 
exactly the same factors as in the previ- 
ous illustration, the employe would re- 
ceive salary and overtime of $21.50 for 
the first week and $25,25 for the third 
—or 86 cents and $3.53 more than 
under the technically correct method. It 
is important to observe that any bank 
which has a fixed work week coinciding 
with the statutory provision must either 
use this latter method or the “time off” 
or “prepayment” plan. 

From the foregoing illustrations, it 
must be apparent that any bank which 
has a considerable overtime problem 
and which has an irregular or fluctuat- 
ing work week, established either by 
agreement or custom, should certainly 
take advantage of the method suggested 
by the Administrator, particularly in 
view of the fact that bank personnel 
policies generally provide for great 
stability of employment, liberal vaca- 
tions, sick leaves, and other advantages 
which are not ordinarily provided in 
other employments for which this law 
must originally have been intended. 

The ruling with reference to the 
variable or fluctuating work week 
method of compensating for overtime 
has been subject to some criticism, but 
is one that I believe can be defended. 
The whole argument turns on the ques- 
tion of whether employes are employed 
to work a certain number of hours or 
to do a specific job. In the case of bank 
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‘‘The answer to the problem is 
to so arrange the work that over- 
time will not be necessary, but 
when it does occur, the employe 
must be compensated for all time 
worked in excess of the statu- 
tory maximum, including frac- 
tional hours, at a rate which 
shall not be less than one and 
one-half times the regular rate 
of pay.”’ 


employes, it undoubtedly must be true 
that in the great majority of cases they 
are employed to do a specific job. There 
is no means by which we may determine 
in advance the number of hours that 
will be required to do a job. There- 
fore, it may logically be reasoned that 
if the weekly wage is $20 and it takes 
only 40 hours during the first week to 
complete the job, then the regular 
hourly rate of pay for that week would 
be 50 cents. If, however, the same job 
requires 50 hours during the second 
week, it can just as logically be reasoned 
that the regular rate would be 40 cents. 

As long as we must endeavor to ob- 
serve every provision of the law until 
there has been a final determination by 
the courts, in those cases where over- 
time- is necessary it may be more 
economical to have a less violent and 
recurring effect on the earnings state- 
ment to pay overtime rates for extra 
work rather than to employ additional 
workers in order to meet the 40-hour 
deadline. I have no wish to further 
burden you with figures, but if we are 
to prove the soundness of this theory it 
is necessary that we give consideration 
to further hypothetical cases. For in- 
stance, a bank with four employes each 
being paid a monthly salary of $86.66 
and working an irregular or fluctuating 
work week actually averaging about 45 
hours a week over a period of time, 
would obviously be required to pay 
overtime. Applying the irregular or 
fluctuating workweek method, the salary 
and overtime for each of these four em- 
ployes would run about $21.11 a week, 
or $91.48 a month. Since the regular 
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salary rate is $86.66, the average over- 
time for each employe would amount to 
$4.82 a month, or a total of $19.28 for 
the four employes. If the work could 
not be rearranged to prevent overtime, 
the only other way this problem could 
be met would be through the employ- 
ment of an additional employe, pre- 
sumably at the same rate at which the 
others were employed, which would call 
for a labor cost of $67.38 more each 
month than if overtime were paid. 

In order that each bank may know 
whether overtime liability is developing, 
it is absolutely necessary that time 
records be kept. Moreover, the Act 
itself provides for the preparation and 
retention of certain personnel records. 
I am certain there is not a bank any- 
where that does not have ample records 
of this type, but there may be those that 
have been careless with respect to time 
records. If that is true, those banks may 
find themselves severely penalized by 
the Administrator or by the courts if it 
should ever become necessary for them 
to prove how much time was actually 
worked by an employe or a group of 
employes. 
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THE day should come when large in- 
vestors in Government securities will 
take a constructive interest in the na- 
tional budget. It would be beneficial 
both to the Government and to the in- 
vestor in Government securities if other- 
wise disinterested investors in Govern- 
ment bonds should have a worth while 
opinion on the wisdom of Government 
expenditures by which deficits are 
created. The Government is powerful 
and acts according to the decisions of 
elected representatives of the people. 
But our own sense of responsibiliiy will 
be strengthened if we do not concern 
ourselves alone with the credit of the 
U. S. Government, which we know is 
of the first quality in the world today, 
but with assisting through intelligent 
opinion in preserving that credit by 
every proper act of prudence in the use 
of public funds.—Henry Bruere, presi- 
dent, Bowery Savings Bank, New York 
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Reconstruction 


After the 


HIS year more than five billion dol- 

lars are being invested in new de- 

fense plan facilities. Before the 
war is over American industry will have 
expanded on a scale not yet fully real- 
ized. The “peace emergency” will pre- 
sent problems even more puzzling than 
the war. What is to happen to the 
newly created plant capacity? How 
about unemployment? What kind of 
peace-time economy can replace the 
present near-war-time economy? 

Not only will the war increase the 
over-all plant capacity. It will also 
have profoundly affected the relation- 
ships between the production of capital 
goods and the production of consump- 
tive goods. The former is of course ex- 
panding very rapidly, while production 
of consumptive goods, while it may in- 
crease in some lines, will probably de- 
cline in others. At best consumption 
will remain static, while defense ex- 
penditures will continue to rise. Ra- 
tionalization will be given a new im- 
petus. The longer the war lasts, and 
in case of a Nazi victory, war or prepara- 
tion for war would be the normal state 
of affairs, the more difficult it will be- 
come to unmake the structual changes 
necessitated by national defense. 

The need for adjustment will be ac- 
centuated by changes in the interna- 
tional position of the United States. 
Either the United States or Germany 
will emerge as the leading industrial 
nation in the world. In either case re- 
percussions are bound to be profound 
and far-reaching. The future has never 
been more uncertain or forecasting more 
treacherous. Yet, certain underlying 


War 


By Frank Munk 


trends can be detected even if details 
remain foggy. 

We shall continue on the basis of a 
mixed economy. Neither outright so- 
cialization nor a complete return to 
laissez-faire seems probable. The strug- 
gle between public and private enter- 
prise has by now become meaningless. 
We shall have both, and the sooner this 
is acknowledged the better. Government 
and business must collaborate. Both 
the war and peace emergencies require 
that internal strife be reduced to a mini- 
mum. Distrust should be replaced by 
coéperation and recognition that public 
planning and private operation are not 
mutually exclusive. 

A post-war depression, worse than 
the one in 1932, can be prevented only 
if government and business work 
closely together and if there is a clear- 
cut plan for world reconstruction. The 
world is now investing in armaments 
and armament plants. Unless some new 
type of large scale investment is re- 
sorted to, a severe crisis is inevitable 
when armaments stop. Some of the 
new investment opportunities may be 
found at home. There should be a large 
housing program, there might be some 
new industries, the airplane will prob- 
ably become almost as popular as the 
automobile, but all this will not suffice. 
The productive genius of the American 
people has outgrown the national boun- 
daries. In other countries, too, politi- 
cal frontiers are stifling the possibilities 
of modern technology. 
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The author of this article is a 
lecturer in economics at Reed 
College, Portland, Oregon. It 
is based on an address made at 
a recent convention of the Ore- 
gon Bankers Association. 


Not only does America need the 
world—the world needs America even 
more. If the Allies win, many of the 
industries in Europe will have to be re- 
built from the ground up. Britain in 
particular will have suffered greatly. 
Her plants, her harbor facilities, her 
railroads, her cities will have to be re- 
habilitated. It will take years before 
the damage will be repaired. In the 
meantime England will have great dif- 
ficulty in regaining her export trade. 
In World War I England lost her posi- 
tion as the financial center of the world. 
World War II will probably cost her 
her position of indusrtial preponder- 
ance. Whatever the outcome of the war, 
England will be unable to finance world 
reconstruction on anything like a scale 


comparable with the period after 1918. 
The same will be true of all other coun- 


tries involved in the conflict. Japan 
will need many years to reestablish her 
financial equilibrium. Italy will lick 
her wounds. Soviet Russia cannot fur- 
nish capital for reasons that are only 
too obvious. Germany, if defeated, will 
be in no position and no mood to in- 
vest capital abroad. Remains the United 
States. 

Before the present revolution started, 
the United States already possessed an 
economy that determined to a large ex- 
tent the fate of other countries. As Pro- 
fessor Staley puts it: “Like a good- 
natured giant who does not realize how 
heavy his hand may be, the United 
States, even when engaged unconcern- 
ediy on ‘its own affairs’ can almost 
casually produce effects on other coun- 
tries that spell devastation or sudden 
prosperity for them.” He points out 
that the United States already controls 
the economic policies of perhaps a third 
of the world economy. Another Ameri- 
can economist, Alvin H. Hansen, shows 


how the economic policy of this country 
affected Europe: “There can be little 
question that the tremendous investment 
boom of the twenties in the United 
States, the succeeding high degree of 
temporary saturation and the ensuing 
collapse in the output of fixed capital 
goods, particularly in this country, were 
the central core of the great world de- 
pression, and determined mainly its in- 
tensity and duration.” It was, of course, 
the great depression that contributed the 
last straw for that explosive mixture 
which led to the catastrophe of the pres- 
ent conflict. 


While the United States is the strong- 
est single element of world economy, 
the repercussions of happenings abroad 
may determine internal conditions in the 
United States. This is true not only 
in the sphere of economics. For in- 
stance, unless the rest of the world can 
enjoy at least a moderate prosperity— 
or what is regarded as prosperity in 
various countries—there will always be 
a tendency on the part of less satisfied 
nations to make war and eventually to 
unite against the United States. The 
example of Petain’s France is too recent 
to be forgotten. If England should be 
defeated, a pro-Nazi government col- 
laborating with Germany in an attack 
on the U. S. is not less probable than a 
French government making common 
cause with Berlin against England. The 
position of the United States in the 
world is thus vital not only for our 
economy, but for the security of this 
hemisphere as well, and this in turn 
depends on the prosperity of other na- 
tions. The world cannot be prosperous 
without the United States. The United 
States cannot be prosperous in a world 
plunged into poverty and despair. We 
cannot even be safe in such a world. 

Two things will then determine the 
fate of the world: how successful the 
United States will be in gearing its in- 
ternal economy after the war to full 
employment of its resources—and this 
in turn will depend largely on the rate 
of real investments—and, second, to 
what extent the United States will be 
willing to collaborate in a world re- 
construction. Reconstruction means 
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more than rebuilding factories, homes, 
railroad yards, ports and means of com- 
munication destroyed in the course of 
military operations. It must be con- 
ceived as an immense program of pub- 
lic and private works, destined not only 
to repair the ravages of war, but to 
build progressively a higher standard of 
living, give all peoples more economic 
security and thus eliminate at least some 
of the causes for war. The world is 
still terribly poor in spite of industrial- 
ization and local surpluses in some re- 
gions. It could use every cent of capi- 
tal, every machine tool that can be 
produced, every hour of human labor, 
every brain available, and use them for 
decades before attaining even a standard 
of decency subsistence in large areas of 
all the continents. Almost every coun- 
try is “backward” in some aspect. The 
United States possess the tools, the in- 
telligence and the energy that would 
transform deserts into gardens, cities 
full of undernourished children, disease 
and filth into healthy and aspiring com- 
munities, despair into hope. All they 
need is the decision and the will. 


World Reconstructions 


World reconstruction cannot be 
brought about in a haphazard way. That 
was amply demonstrated after the last 
war. The experiences of the twenties, 
the failure of international conferences, 
the defaults on foreign loans, repara- 
tions and inter-allied debts are too re- 
cent to be forgotten. A new machinery 
must be devised and put into operation 
before the job can be tackled. In the 
first place, some sort of international 
political structure must be created. It 
would have to be more powerful, more 
closely organized than the late League 
of Nations. Its nucleus should be a 
union between the United States, Great 
Britain and the British Dominions. In 
such an organization the economic 
weight of the United States would give 
this country a position of leadership, 
indispensable in my view if the set up 
is to be more effective than the abortive 
efforts in the past. Secondly, a system 
of economic bodies must complement 
the political organization. There will 


be an immediate need for an Interna- 
tional Monetary Authority, a sort of 
international reserve bank, if a whole- 
sale collapse of currencies and world- 
wide inflation is to be avoided. This 
will be all the more urgent since I do 
not foresee a restoration of the auto- 
matic gold standard. We must organ- 
ize an International Raw Materials Au- 
thority, to regulate access to raw 
materials and possibly markets on 
equitable terms. And there would un- 
doubtedly be some International Arma- 
ments Authority, having the sole right 
of manufacturing munitions and imple- 
ments of war, in order to prevent a 
repetition of the experience with Ger- 
many after the last war. Further, we 
ought to have a special World Recon- 
struction Authority, with the task of in- 
dustrializing backward regions, re- 
habilitating areas devastated by war, 
and generally enhancing the prosperity 
of various parts of the world. 

How should the reconstruction be 
financed? Certainly not the way it was 
financed after the last war. We cannot 
repeat the performance of granting 
huge loans for instance to Germany— 
about $2.50 for every dollar Germany 


paid in the form of reparations to other 
countries !—only to see these loans used 
to. modernize and streamline Germany’s 
industrial plants as a preliminary to re- 


‘“‘The crux of the problem is 
whether the United States will 
choose the road of economic ex- 
pansion or of economic stagna- 
tion. The old way of carrying 
out foreign trade is impossible. 
It will not work in the future 
any better than it did in the 
twenties or the thirties, The 
only way to rebuild world trade 
is' to take the initiative in de- 
veloping backward areas. It 
means lots of responsibility, it 
will cost lots of money, but it is 
the only practical way to con- 
tinue the expansion of American 
industry, of American invest- 
ment opportunities.’’ 
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*“‘The world is still terribly 
poor in spite of industrialization 
and local surpluses in some 
regions. It could use every cent 
of capital, every machine tool 
that can be produced, every hour 
of human labor, every brain 
available, and use them for de- 
cades before attaining even a 
standard of decency subsistence 
in large areas of all the con- 
tinents. Almost every country 
is ‘‘backward’’ in some aspect. 
The United States possess the 
tools, the intelligence and the 
energy that would transform 
deserts into gardens, cities full 
of undernourished children, dis- 
ease and filth into healthy and 
aspiring communities, despair 
into hope. All they need is the 
decision and the will.’’ 


armament. No money should be made 
available to militaristic governments. 
On the contrary, all expenditures 
should be made through and money 
lent to the various International Au- 
thorities, on the management of which 
the United States should have a repre- 
sentation corresponding to responsibil- 
ity. The United States would thus be in 
position to supervise, regulate and con- 
trol all expenditures. Undoubtedly, the 
United States would also have to take 
a part in a sort of international police 
force, charged with carrying out deci- 
sions of the political authorities. 

This may seem to involve the United 
States irrevocably in other places on the 
globe and it does. But what are the 
alternatives? The United States did not 
participate in the job of making the 
last peace work and today is faced with 
the greatest emergency in its history. 
The world is indivisible, peace and pros- 
perity are indivisible, and the only 
choice before us is whether the United 
States will make history, or whether 
outside forces will shape the United 
States. 

The crux of the problem is whether 
the United States will choose the road 
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of economic expansion or of economic 
stagnation. The old way of carrying 
out foreign trade is impossible. It will 
not work in the future any better than 
it did in the twenties and the thirties. 
The only way to rebuild world trade is 
to take the initiative in developing 
backward areas. It means lots of re- 
sponsibility, it will cost lots of money, 
but it is the only practical way to con- 
tinue the expansion of American indus- 
try, of American investment opportuni- 
ties. Theoretically, there should be 
enough opportunity for investment and 
the production of fixed capital goods * 
internally. Practically, it will not work, 
because there will be no assurance of 
adequate return, because there will not 
be enough entrepreneurs to risk capital 
in peace-time expansion of production 
equipment. Call it psychological, call 
it political. I don’t see how America 
in the forties should go forward better 
than it did in the last decade—unless 
you open new unlimited frontiers. Han- 
sen and Upgren in a paper before the 
American Economic Association stated 
recently: “Only by preserving a trade 
area that is even wider than that of 
the Western Hemisphere and Britain 
can our economy face the future with 
assurance. A wider horizon than that 
of the Western Hemisphere must be con- 
sidered. Only such a total wide area 
can provide an adequate measure of 
security from attack, an adequate mech- 
anism to provide reasonable political 
justice, and the basis for a prosperous 
economy for all of its constituent mem- 
bers.” A stagnant economy means social 
decay, class war, internal strife and ul- 
timately revolution. An expansive econ- 
omy will assure a continuation of the 
American way of life with its high 
standard of living, liberty and oppor- 
tunity for all. 


Fate of Private Enterprise 


The fate of private enterprise in the 
United States is, incidentally, closely 
dependent upon the choice between a 
contracting and an expanding economy. 
Unless there are adequate opportunities 
for profitable investment on a wide 
scale private enterprise will go by de- 
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fault: it will shrivel and ultimately dis- 
appear. 

There may be some who will criticize 
this approach as a new American im- 
perialism. I would not be afraid of 
words if it should be taken as connot- 
ing a return of the U. S. on the inter- 
national scene in a role commensurate 
with America’s economic and moral 
position. It would certainly be a far 
cry from the oil, banana and sugar im- 
perialism of the past. It would bring 
the promise of better living, more free- 
dom and human dignity to many na- 
tions who can see in the United States 
the only star of hope in a blacked out 
world. 

All I said so far is conditioned upon 
an Allied victory. If Nazi Germany 
wins, the shape of things to come is un- 
comfortably clear: creation of an Euro- 
African-Asiatic empire, ruled from Ber- 
lin in the interest of a German master 
caste, employing millions of white, 
black and yellow slaves for further con- 
quest, extending its tentacles into the 
Western Hemisphere, dominating South 
America first economically, later poli- 
tically and strategically, dividing the 
American people by promises, threats, 
bribes, blackmail, terror and intimida- 
tion, with the hope of conquering the 
United States from within or from with- 
out. You will find the blueprint in my 
“Economics of Force.” In case of a 
Nazi victory the United States will have 
no other way out except becoming a 
militaristic community, ever preparing 
for war and straining every nerve to 
keep pace with armaments of Hitler’s 
“Euraafrasia.” Permanent war, and, 
incidentally, permanent revolution, is 
Hitler’s conception of the future of man- 
kind. 

The alternative has been admirably 
expressed by the editors of “Fortune”: 
“A new—indeed a radical—concept of 
human freedom must emerge. The 
freedom of the future cannot be the old 
freedom of laissez-faire. . . . Yet it must 
at the same time stand as a guarantee 
that property, enterprise, opportunity, 
and the civil liberties will not fall into 
the hands of the state. The new con- 
cept of freedom cannot be national. It 


must be international. We must bring 
forth a new world . . . a new leader- 
ship as gigantic as our land and as bold 
as our people.” 


(OF 
TEACH STUDENTS THRIFT 


Ir is my understanding that educators 
are at present stressing the importance 
of teaching pupils the way in which to 
get the most out of life through doing 
things rather than just merely learning 
the three R’s. Is not the school pro- 
gram attempting to do this very thing 
in thrift education? 

I personally feel that there never has 
been a time in the history of our coun- 
try when it was so important that a 
definite thrift educational program be 
maintained in our schools as at the 
present. It is important to the future 
of this nation that our boys and girls 
learn the value and importance of in- 
dividual thrift in their lives. It is also 
important to the savings banks and 
other banks soliciting savings deposits, 
that the coming generation learn the 
merits of individual saving. Our pres- 
ent program of national economy does 
not encourage an individual to save or 
to make personal provision for his 
future well-being, outside of the Social 
Security plan. Citizens of this country 
of ours have come to believe that pro- 
vision for their old age. will be made 
by the Government and that old age 
pensions are not relief, but constitute 
annuities which this Government owes 
to its older citizens. The strict adher- 
ence of the present administration to a 
policy of low interest rates has been 
effective in reducing the rate that can 
be paid by banks on savings deposits 
and an important feature of the fruits 
of savings have been almost eliminated. 
These features of our new way of life 
have eliminated many of the rewards 
for savings and have made it much more 
difficult for the average citizen to pré- 
vide for his retirement age, because of 
the reduced earning power of capital. 
—E. M. Van Lone, treasurer, Beloit 
Savings Bank, Beloit, Wisconsin, in a 
recent address. 
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INCREASING PERSONAL LOAN BUSINESS 


by R. E. DOAN and G. F. FOLEY 
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. Practical Operating Suggestions 
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HE Personal Loan Department has far 

greater possibilities than have hitherto 

been realized. Mr. Doan and Mr. Foley 
recognize the human features of this department 
in its possibilities for service te the worthwhile 
citizens of the community but they have gone 
further in their investigation of the country’s 
successful Small Loan Departments to answer 
the questions: How May Profits Be Increased? 
How May Services Be Broadened? How May 
Its Facilities Be Extended to Serve Business 
Firms as Well as the Individual? 


Besides these questions the authors as 
originators of the now famous “DENVER 
PLAN” present their experiences and set forth 
for the first time the entire operation of this plan 
which assists retail merchants to liquidate their 
delinquent accounts. 


May we send you on 5 days’ approval a copy of 
INCREASING PERSONAL LOAN BUSINESS? 


BANKERS PUBLISHING COMPANY 


465 Main Street 


- Cambridge, Massachusetts 
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Credit in 


A Democracy 


URING and after the last war this 
country put itself in an economic 
predicament from which it has 

never fully recovered. Vast funds were 
needed then to finance a war effort. 
These were supplied primarily through 
the expansion of bank credit. When we 
were finished we had more money cir- 
culating than we had any possible use 
for. As a result, we were forced into 
a serious readjustment in 1920 and 1921 
and the repercussions of the haphazard 
methods of financing that war have 
continued to reverberate. 

Conditions at present are different 
from those we faced in 1915. And, if 
anything, they are more serious from 
the point of view of banking and busi- 
ness because of the size and urgency of 
the task. We now have a vast surplus 
of bank reserves, whereas then we had 
to borrow reserves. We already have 
a tremendous volume of deposits, and 
we have broader lending facilities. 

We now have, in short, conditions 
that might lead to inflation. Sound 
financial policies, therefore, are more 
important than ever if we are to avoid 
a destructive inflation which we can so 
ill afford. Without committing our- 
selves on the question of whether we 
think there will or will not be an infla- 
tion in this country of such an extent 
as to create serious difficulties during 
and after the defense program, let us 
review some of the familiar facts. 

First, the monetary side—and this is 
perhaps the most important to us be- 
cause it is the side of the inflation prob- 
lem with which bankers deal directly. 
Perhaps the most important thing to 
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President, Federal Reserve Bank of 
Philadelphia 


consider is bank deposits. We now have 
$65 billion in deposits, the largest vol- 
ume in the history of the country. Even 
more significant is the fact that these 
deposits are not now being actively 
used. Demand balances held chiefly for 
individuals and business concerns at re- 
porting member banks in 101 cities are 
being turned over at a rate of only about 
20 times a year. In 1929 these deposits 
were used from 80 to 90 times a year 
in the 101 cities and from 45 to 50 
times a year in 100 cities outside of 


New York. 


Excess Reserves 


Another important consideration is 
the volume of excess reserves in the 
banking system. These surplus funds 
now exceed $514 billion and are ade- 
quate to support another $35 billion in 
deposits. This means that under pres- 
ent conditions it would be possible for 
our deposits to reach a. total of $100 
billion. A tremendous amount of goods 
and services could be exchanged with 
that much money, even if it were used 
as little as it is now being used. If de- 
posits should become as active as they 
were a decade or more ago, we would 
have a volume of funds circulating in 
this country far beyond any conceivable 
amount required to carry on our busi- 
ness transactions. The supply of funds 
would be especially great in view of the 
fact that in channeling our resources 
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*‘Sound financial policies are 
more important than ever if we 
are to avoid a destructive infla- 
tion which we can so ill afford,’’ 
says Mr. Williams in the accom- 
panying article which is based 
on a recent address to the New 
Jersey Bankers Association con- 
vention. 


into defense production we are neces- 
sarily limiting the amount of civilian 
goods which can be produced and pur- 
chased with this vast sum. If these 
funds should become active and if de- 
posits were expanded further, the in- 
evitable result would be a rapid advance 
in prices. 

Credit and deposits are expanding. 
Loans and investments at reporting 


member banks have increased more than 
$4 billion in the past year, and nearly 
$1.2 billion of this has been in loans 
to commerce, industry, and agriculture. 
Deposits have also increased sharply, 
and by far the greatest part of the in- 
crease has been in demand deposits. 


Let us now look at the non-monetary 
side of the inflationary picture. That is 
also somewhat disconcerting. Our vast 
defense effort faces a multitude of bottle- 
necks. Supplies of certain basic ma- 
terials are limited. It appears from re- 
cent Congressional hearings that, with 
the bomber program as currently out- 
lined, there may not be enough alumi- 
num to meet total defense requirements, 
much less those of consumers. It has 
been said that production of automobiles 
is to be curtailed by 20 per cent or more 
during the next model year, partly be- 
cause of scarcity of materials. The tin 
can industry has been asked to reduce 
by 10 per cent the amount of tin used 
in coating containers. Here are some 
of the bottlenecks that will limit the 
amount of goods available to consumers, 
even allowing for possible substitutes. 

Our supply of skilled labor is also 
limited, particularly in the metal-work- 
ing industries where there are shortages 
-of molders, pattern makers, machinists, 
and other operators vitally needed in 
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the defense effort. Another type of 
shortage is in plant facilities. We com- 
plained for years about excess capacity 
in this country. Now we are building 
new plants as rapidly as they can be 
built in an effort to produce what we 
need. And finally, managerial skill is 
becoming scarce and we must make 
more efficient use of it. 

In addition to these bottlenecks which 
limit the supply of goods that can be 
made available, even though we do have 
some unemployment, some unused re- 
sources, and some idle factories, there 
is an inflationary element in the rapidly 
rising consumer incomes. Payments of 
national income are now at the rate of | 
over $80 billion a year as compared 
with less than $75 billion last year. 
Some estimates indicate that we might 
soon reach $100 billion a year. 


Increase in Wage Income 


Income from wages has shown a par- 
ticularly large increase. For example, 
factory wage earners in Pennsylvania 
are now receiving over $30,300,000 and 
those in New Jersey $15,600,000 a week, 
or over 50 per cent more than they did 
just before the outbreak of war. Ona 
weekly basis, income of these wage 
earners has expanded in the same period 
by $6, so that the present average in- 
come amounts to about $32 a week. In 
other words, during the first year and 
one-half of war, the average income of 
the factory worker in our district has 
increased about $26 a month—enough to 
finance the purchase of an automobile. 


Industrial costs also are rising and 
prices are advancing. Prices of many 
basic commodities are now 45 per cent 
above the level prevailing just before 
the war in August, 1939. The general 
level of wholesale prices has risen 12 
per cent. The cost of living so far has 
gone up over 3 per cent. 

The meaning of these developments 
is that we already have some scarcity 
of goods and that further curtailment 
in civilian production seems almost in- 
evitable. Delivery periods on nearly 
everything from cotton goods to auto- 
mobiles have been greatly extended— 
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as many of you have no doubt discov- 
ered. In the face of the restricted sup- 
ply of goods, we have expanding con- 
sumer buying power. The current 
volume of retail trade gives concrete 
evidence that this buying power is be- 
ing actively used. 

If inflation or an excessive expansion 
of general business activity should occur 
it would have two very disturbing 
effects. In the first place, it would im- 
pede our defense program by increasing 
the competition for labor, plants, man- 
agement, and materials, thus confusing 
the whole productive effort. In the sec- 
ond place, it would make it much more 
difficult to readjust industry to reduced 
business activity when the defense pro- 
gram is over. 

If distortions in our economic life 
become too great, there is grave danger 
that our free institutions will be under- 
mined. The avoidance of inflation is a 
real problem in so far as the banks are 
concerned, because upon this avoidance 
the very freedom of our enterprise de- 
pends. It is a great responsibility for 
the Federal Reserve System, the aim of 
which, in codperation with the banks, 
is to promote stability and balance and 
progress in the economy. It is a grave 
responsibility for Congress because Con- 
gress holds the ultimate power in this 
free country. And, it is up to Congress 
to accept sound advice in anticipating 
and meeting problems that may arise. 
Once an inflation is started, it is harder 
to stop than an eighty-ton tank, and that 
is not the time for the banks, the Re- 
serve System. and Congress to sit and 
deliberate. Then is the time for action. 
The time for deliberation is now. 


It is our job as leaders in the finan- 
cial system of the country to establish 
and carry out policies which will help 
to maintain balance and to prevent dis- 
tortions. There are several different 
means of preventing inflation or at least 
of minimizing its extent. The first and 
most obvious method is to increase the 
supply of consumer goods, but we know 
that that is extremely difficult because 
it would interfere with defense. Another 
method is to pay for as much of defense 
as possible out of current income or 
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‘It is doubly important that 
lending to consumers be held in 
check, because such lending not 
only increases current buying 
power but also reduces future 
buying power. We want to con- 
serve income to support business 
in the post-defense period when 
pay checks are reduced and 
workers lose their jobs. We do 
not want to spend that restricted 
income in advance. It is im- 
portant that during the defense 
period we as a nation accumu- 
late needs rather than goods.”’ 


existing savings through increasing 
taxes, broadening the tax base, and by 
pushing vigorously the sale of defense 
savings bonds. It is also possible to 
counteract inflationary developments by 
curtailing consumer credit, by reducing 
nondefense public expenditures, by im- 
posing strict mandatory priorities, by 
utilizing to the full our existing plant 
capacities, by controlling broadly and 
specifically all types of prices, and by 
expanding the authority over bank re- 
serves, England has gone so far as to 
adopt a program of enforced savings to 
cope with the situation. 

Many of these methods are already 
being applied. We must select and 
make effective the best combination of 
such means. Some involve more arbi- 
trary control than others, and that con- 
dition is to be avoided as much as pos- 
sible if we are to preserve our political 
and economic system. 


Broad Aims for Banking 


With these methods of dealing with 
the situation open to us, we should be 
able to establish some broad aims for 
banking. Under present circumstances, 
perhaps the most immediate of these is 
to devote ourselves to the sale of de- 
fense savings bonds as we did during 
the last war. Here lies one of the 
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simplest and best ways of avoiding an 
inflated credit structure and of build- 
ing up individual reserves of buving 
power for the time when defense ac- 
tivity is over. As the emergency be- 
comes more severe and as consumer 
incomes continue to expand, the sale of 
these securities will become increasingly 
significant. 

Another specific aim of banking and 
credit policy must be of course to sup- 
ply business with the funds it needs in 
adequate amounts and as quickly as 
possible. Without impairing our credit 
standards we must recognize the neces- 
sity and fill the requirements for both 
fixed and working capital. To sit pas- 
sively and lend to people who come 
to us with sound programs is not 
enough. We must aggressively search 
for new customers. We must search our 
communities for plant facilities which 
are not being fully used and which can 
be made available for defense produc- 
tion. This is vitally important. From 
our own point of view it will increase 
our earnings and may bring us _ per- 
manent new customers. From a national 
point of view it will speed up the de- 
fense program and help to avoid an 
over-expansion of plants. 

It is also essential for us to meet the 
problem of consumer credit during this 
emergency. A loose expansion of 
civilian buying power through the me- 
dium of instalment credit would be in 
direct conflict with the tax and savings 
programs, which are aimed in part at 
restricting consumer expenditures. Some 
consideration might well be given now 
to improving the standards in this field 
of credit by increasing down payments 
and reducing payment schedules. It is 
doubly important that lending to con- 
sumers be held in check, because such 
lending not only increases current buy- 
ing power but also reduces future buy- 
ing power. We want to conserve in- 
come to support business in the post- 
defense period when pay checks are 
reduced and workers lose their jobs. We 
do not want to spend that restricted 
income in advance. It is important that 

- during the defense period we as a na- 
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tion accumulate needs _ rather 
goods. 

Finally, we should have some broad 
consistent policy in financing general 
business. We know that during war- 
time or other periods of expanding ac- 
tivity there is a strong tendency toward 
speculation. We should see to it that 
bank credit is not used to finance any 
“flyers,” whether in real estate, in in- 
ventories, or in fixed capital. Here again 
our policy must be consistent with our 
aim of reducing competition with de- 
fense industries and of channeling re- 
sources into the defense effort. 


Self-Discipline Required 


The difficulty is that to carry out 
sound policies requires self-discipline on 
the part of all of us. No one likes to 
restrict earnings by curtailing his vol- 
ume of business when he has a chance 
to make money, whether he is selling 
automobiles or extending credit. And 
even if we, as bankers, exercise this 
self-discipline in the field of consumer 
credit, we cannot alone turn the trick. 
We represent only a part of the finan- 
cial organization lending funds to con- 
sumers—although it is a vital part. 
From a broad point of view, it is dif: 
ficult for our financial system to devise 
and follow sound programs because of 
the diffusion of monetary aims and 
powers. All in all, those who attempt 
to look into the future and advocate re- 
strictive measures which will minimize 
later difficulties are in the beginning 
regarded as alarmists. Their sugges 
tions go unheeded. In the end, it is dif- 
ferent. Then those responsible for 
monetary and credit’ policy become 
scapegoats. Then they are asked why 
they were so blind when the inflationary 
situation was developing. and why they 
did not take steps to curb it, in spite 
of objections. 

Whatever the difficulties, we do have 
in this country the greatest banking and 
credit system in the world. I think we 
can be confident of meeting our prob- 
lems if we are willing to codperate 
effectively. 
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How to Rent a 





Safe Deposit Box 


HAT is it that makes the safe de- 

posit department of a bank differ 

in its aspects from any other de- 
partment? Why is it often said of this 
department that “It is charged with 
dynamite”? All the other departments 
of the bank are concerned with some- 
thing tangible—known quantities or 
values; the safe deposit department is 
constantly faced with unknown liabil- 
ities. Its business is that of guarding 
for each of its renters the access to a 
certain safe deposit box, or safe, the 
contents of which are unknown, in such 
a manner that, if called upon to do so. 
it can demonstrate to the satisfaction 
of any court that due care and diligence 
had been used and every reasonable 
safeguard employed to insure access to 
the renter and those he has authorized, 
and to them alone. 

One of the first precautions is to rent 
this safe deposit box on a contract so 
carefully worded that there can be no 
question as to the rights and responsi- 
bilities of either party. Definite rules 
and regulations must be followed and 
sound methods of procedure adhered to. 

It is conceivable that any individual 
who may come in to rent a safe deposit 
box may come in any one of a great 
number of capacities and it is necessary 
to ascertain, by tactful conversation, 
whether he wishes to rent the box for 
himself, as an individual, or if he might 
come under one of a number of other 
classifications. 


Classification of Renters 


Renters of safe deposit boxes may be 


Classified as follows: 


I—Individual 
(1) A man or woman of legal age 
(2) A minor 
II—Joint tenants 
I1I—Partnership 
IV—Corporation or incorporated associa- 
tion 
V—Association or society 
rated) 
VI—Fiduciaries 
(1) Executors, 
guardians 
(a) as original renters 
(b) as claimants of a safe deposit 
box standing in the name of an- 
other 
(2) Trustees 
(3) Receivers and trustees in bank- 
ruptey 
ViI—Municipal and public corporations 
and public officials 
VIII—Agency 


(unincorpo- 


administrators, and 


_ Individual Renters 


It might be truthfully said that most 
safe deposit boxes are rented to indi- 
viduals. The individual renter, a man 
or woman of legal age, may appoint 
one or more deputies. This appoint- 
ment should be made in writing, and 
revoked in like manner. It is recom- 
mended that the bank adopt a standard 
deputyship form and insist upon its use 
for all deputy authorizations. The law 
of principal and agent applies to the 
relationship thus established. The death 
of the renter automatically terminates 
the right of access to the deputy. There- 
fore, if you have notice of the death of 
the renter, his deputy, or deputies 
should not be granted access to the box. 

The question has often been asked: 
“What constitutes noiice?” The unsat- 
isfactory answers that have been given 
have led most vault managers to record 
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The accompanying text is 
based on a report to the mem- 
bers of the Wisconsin Bankers 
Association by the sub-committee 
on safe deposit of the bank man- 
agement committee. Members of 
the committee were Carl W. 
Johnson of Kenosha, chairman; 
Paul M. Becker of Milwaukee 
and V. F. Brown of Madison. 


all deaths in their respective com- 
munities every day and to immediately 
seal the box of a deceased renter whose 
death is thus ascertained, until his legal 
representative has been designated. This 
may be the duly appointed executor of 
the deceased renter’s estate, who must 
file certified letters testamentary, or the 
duly appointed administrator, who must 
file certified letters of administration. 
While it is the duty of the deputy to 
report the death of the renter, it is un- 
fortunately true that occasionally the 
deputy endeavors to empty the box be- 
fore the bank learns of this fact. 


Our legal counsel recommends that 
the rental contract contain a clause such 
as the following to meet this situation: 
“Any deputy appointed by the box 
renter may be granted access by the 


bank until the bank receives actual 
written notice of the revocation of the 
deputy’s authority; and the bank shall 
incur no liability to the box renter, or 
his estate, by reason of any unauthor- 
ized or wrongful act committed before 
or after the death of the renter by any 
deputy or representative.” The death 
of the deputy does not affect the renter’s 
right of access to his box. Either notice 
of bankruptcy or notice of incompetency 
automatically terminates the right of ac- 
cess to the deputy and access to the 
renter should be refused until proper 
papers have been filed or counsel con- 
sulted. 

The above remarks concerning indi- 
vidual rental apply to a man or woman 
of legal age. The other type of in- 
dividual rental is that of a minor. Be- 
cause of the fact that a contract with a 
minor is voidable by him, yet binding 
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upon you, unless you want to take the 
business risk, you should not rent a 
box to a minor. The two important 
things that a renter obligates himself 
to do in renting a box are: (1) Pay 
the prescribed rental charge, and (2) 
observe the rules, and regulations of the 
vault. Since rental charges are payable 
in advance, there is no immediate risk 
with a minor as to the rental charge; 
it is all the other types of complica- 
tions that can develop which are just 
cause for hesitancy. An adult renter 
may appoint a minor as a deputy but a 
minor may not appoint a deputy. 


Joint-Tenants 


When two ore more persons ask to 
rent a safe deposit box together, each 
to be considered a renter, with right of 
access to any one of them, and the sur- 
vivor, or survivors, such a rental is 
called a joint-tenant rental. The re 
quests for this type of rental come from 
two well defined classifications: (1) 
Related persons, such as husband and 
wife, father and son or daughter, mother 
and son or daughter, brothers, sisters, 
brother and sister, etc.; (2). unrelated 
persons, who, for business reasons, de- 
sire to rent a box in this manner. 

In granting requests for this kind of 
rental it is very important that the vault 
manager and renters, alike, fully under- 
stand that a joint-tenant rental contract 
for a safe deposit box is not an instru- 
ment for the transfer of property. Many 
think it is. It is this false impression 
which many people have concerning 
joint-tenancy rentals that is the primary 
cause for so many asking for this kind 
of rental contract. The vault manager 
should explain clearly, at the time of 
renting the box, that because two of 
more persons are joint-tenants of a safe 
deposit box, this fact does not consti- 
tute their being joint-owners of the con- 
tents of the box. The title to each spe- 
cific article in the box will depend upon 
the circumstances under which such title 
was created. He should caution them 
to so segregate and mark the respective 
items in the box so that ownership cam 
readily be determined in the event that 
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inventory must be made thereof for the 
department of taxation. 

It appears from a thorough study of 
this subject that the large majority of 
banks and safe deposit companies rent 
boxes in joint-tenancy quite extensively. 
Some banks try to confine this type of 
rental to persons who are related, meet- 
ing the other requests by having one 
person designated as the renter and the 
others as deputies. 

In a joint-tenant contract, two or more 
persons are designated as joint-tenants 
in order to give any one of the lessees, 
during the life of all the lessees, access 
to the box, and in the event of the death 
of any joint lessee, to give the survivor, 
or survivors, access to the box upon 
compliance with Section 72.11 (2) or 
of Section 72.11 (3) of the Wisconsin 
statutes.’ The rights of the joint-tenants, 
or the survivor or survivors of them, to 
have access to the box depends to a 
very large degree upon the terms under 
which the safe deposit box is leased. 
Such terms may restrict or broaden the 
powers of the joint lessees. The request 
for access by an executor or admin- 
istrator of a deceased joint-tenant can 
be granted only when accompanied by 
the survivor or survivors. In the event 
of the death of all the lessees the per- 
sonal representatives of the last surviv- 
ing joint-tenant, in addition to deliver- 
ing a certified copy of letters to the 
bank, is required to prepare the inven- 
tory necessary for a release from the 
Wisconsin Department of Taxation. 

Concerning the appointment of a 
deputy to a joint box most banks re- 
quire, and have their contract so stipu- 
late, that the deputyship appointment 
be signed by all the joint lessees. This 
is considered sound practice. Allowing 
the appointment of a deputy by any 
one of the joint lessees, even where the 
contract permits it, may be inviting dif- 
ficulties. 


Partnership 


A partnership is defined as an asso- 
ciation of two or more persons to carry 
on, as co-owners, a business for profit. 
It is one of the most common forms of 
siness organization and is created by 
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an express or by an implied contract 
between the parties. In renting a safe 
deposit box to a partnership it is im- 
portant that a statement be executed by 
the partners setting forth that they are 
doing business as a parnership, that 
they are renting a safe deposit box in 
your bank in the name of said partner- 
ship and designating the individuals 
who shall have right of access. Con- 
trary to the opinions of some attorneys 
that a safe deposit box rented in the 
name of a partnership does not come 
within the purview of Section 72.11 (3) 
of the Wisconsin statutes, it appears to 
be the view of the Department of Taxa- 
tion that it does. 

It is conceivable that some requests 
for partnership rental, particularly in 
cases where it seems impossible to ob- 
tain a satisfactory statement of the re- 
lationship, had better be made to the 
individuals concerned as joint-tenants 
rather than as a partnership. 


Corporation or Incorporated 
Association 


There should be filed certified copies 
of resolutions of the board of directors 
appointing specified officers to have ac- 
cess to the safe deposit box, or by-laws 
duly certified by the secretary under 
seal, designating the officers to have ac- 
cess, with certified copy of resolutions 
showing their election and appointment. 

An officer of a corporation cannot 
delegate power of access to a deputy 
without authorization from his board of 
directors. 

There should be filed certified copy 
of resolution of board of directors, or 
of the association or society if there be 
no board, designating the persons who 
shall have access and filing their signa- 
tures. 


Fiduciaries 


Fiduciaries are dealt with in two dif- 
ferent relationships; first, as original 
safe renters; and second, as claimants 
of a safe standing in the name of an- 
other. When seeking to become original 
renters, the estate for which they are 
acting should be clearly identified and 
evidence of the appointment of the fidu- 
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‘‘All the other departments of 
the bank are concerned with 
something tangible — known 
quantities or values; the safe de- 
posit department is constantly 
faced with unknown liabilities. 
Its business is that of guarding 
for each of its renters the access 


to a certain safe deposit box, or 
safe, the contents of which are 
unknown, in such a manner that, 
if called upon to do so, it can 
demonstrate to the satisfaction 
of any court that due care and 
diligence had been used.’’ 





ciary by the court required in every 
case. Certified letters testamentary 
should be filed with the vault depart- 
ment as evidence of his authority by an 
executor; certified letters of administra- 
tion should be filed by an admin- 
istrator; and certified letters of guar- 
dianship by a guardian. The authority 
of receivers and trustees should be evi- 
denced by copies of official papers con- 
veying such authority by the court. 

A fiduciary who comes as a claimant 
of a safe standing in the name of an- 
other, seeking to either take possession 
of the contents of the safe or to transfer 
title of the safe to the name of the estate 
which he represents and gain access 
thereto, must be satisfactorily identified 
and prove his authority by filing proper 
evidence of his appointment as fidu- 
ciary. 


Municipal and Public Corporations 
and Public Officials 


The renting of safe deposit boxes to 
municipal or public corporations may 
be dealt with as if they were ordinary 
corporations. There must be filed a cer- 
tified copy of resolutions of the govern- 
ing board authorizing renting the safe 
and specifying the person, or persons, 
to have access, whose signatures must 
likewise be filed. While this is the cus- 
tomary procedure, because of the legal 
technicalities involved in renting safes 
to municipal and public corporations 
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and public officials, we strongly recom-— 
mend that you consult your attorney, or 


legal department, in these cases. 


Agency 


A safe deposit box may be rented to 
an individual as an agent but he must 
then disclose who his principal is and 
file evidence of his authority. It is not 
good practice to rent a safe deposit box 
to “John Brown, Agent for John Doe” 
in the absence of any authorization from 
John Doe evidencing such agency. Do 
not allow an individual renter who is 
unwilling to disclose the trust or prin- 
cipal for which he is acting, to tag any 
certain safe deposit box by writing after 
his signature, “Agent,” “Attorney,” 
“Trustee,” or other similar title. If he 
finds it necessary to tag a special box, 
the most accepted means of doing so is 
to mark it “Special” and, where this is 
permitted, it should be explained to the 
renter that, so far as the bank is con- 
cerned, it would be considered as his 
individual box just as if the word 
“special” were not there and be affected 
by all the regulations that affect any 
other individually rented box such as 
notices of death, bankruptcy, or incom- 
petency. 

© 


LET THE PUBLIC KNOW 


In the months to come banks will be 
called upon to perform more and 
greater services in shorter and shorter 
times. Out of this will grow a need for 
continual reminder of the fact that a 
bank can never be so busy as to neglect 
its character. And -unfortunately this 
character, in a business sense, is not 80 
much the many good and great things 
that a bank does as the few helpful, 
friendly services that individual bank 
patrons know and recognize. 

Let’s tear off the tough and well-worn 
wrappings of the banking industry and 
wrap our service in cellophane so that 
the public may see and know.—Armilt 
H. Coate, Secretary, New Jersey Bank- 
ers Association, at the recent N. J. B. A. 
Convention. 
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A Message 


TO YOU. =. 


bes Savings Bonds and 
Stamps give us all a way to take 
a direct part in building the 
defenses of our country— an 
American way to find the billions 
needed for National Defense. 


The United States is today, 
as it has always been, the best 
investment in the world. This 
is an opportunity for each citizen 
to buy a share in America. 





We print this message in 
the cause of Defense. 


THE BANKERS MAGAZINE 
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New Note in 


Public Relations 


TRIKING a new and unusual note 
in public relations the Equitable 
Trust Company of Baltimore has 
announced the opening of an eighteenth 
century Colonial counting room as an 
addition to its main office facilities. 
This room, which completely recap- 
tures the romance and charm of pre- 
Revolutionary days, will be used as a 
place for members of the Equitable 
organization to meet with their friends 
and customers in a pleasant, attractive 
atmosphere. Local clubs and other 
organizations will be invited to use the 
Equitable counting room for meetings, 
while it is expected that out-of-town 
bankers and clients will make the count- 
ing room their headquarters when they 
are in Baltimore. In addition, the 
counting room will be used for confer- 
ences of the Equitable’s executive and 
employe groups. 


An Innovation in Banking 


Of recent years it had been evident 
that the Equitable Trust’s steady, sub- 
stantial growth necessitated further 
additions to its main office space. After 
considerable discussion among its direc- 
tors, it was decided that an American 
room, expressing the fine qualities of 
colonial days and typifying the hos- 
pitable traditions of early Maryland 
would produce the best results from a 
public relations standpoint. In_ the 
words of Robert G. Merrick, president 
of the Equitable: “The right kind of 
room, we felt, would provide the ideal 
atmosphere in which to meet our cus- 
tomers and friends—an atmosphere, not 
of impersonal business, but rather of 
hospitable, understanding friendliness. 
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If we could sueceed in creating such 
surroundings they would typify, at a — 


single glance, our entire tradition of 
personalized public relations.” 

In designing the Equitable counting 
room, Messrs. Perry, Shaw & Hepburn, 
of Boston, architects for the famous 
Williamsburg Restoration, were en- 
gaged. Assisted by the Baltimore firm 
of Palmer & Lambdin, they have suc- 
ceeded in creating a room believed to 
be unique in American banking. Highly 
unusual in its octagonal shape, the 
Equitable counting room is beautifully 
panelled and painted rich vermillion, 
delicately edged in white, with a high- 
vaulted domed ceiling, painted cool 
white. A palladian window, reminis- 
cent of Williamsburg, faces the entrance 
door, while set in two of the octagonal 
sides are twin fireplaces. 

American walnut pilasters in natural 
wood give strength and solidity to the 
room, which is further enhanced by 
heavy old pine, random-width flooring. 
The counting room’s furniture consists 
of especially-built, authentic reproduc- 
tions of . Williamsburg furniture. 
Authenticity of detail is furnished by 
Sheffield candlesticks, ship models, quill 
pens and other fittings characteristic of 
the period. Above the massive green- 
covered table hangs a cast bronze 
chandelier, an exact replica of the one 
in Bruton Parish Church at Williams- 
burg, and the only copy which anyone 
has been permitted to make. 


New Link With Old Maryland 


It is particularly fitting that the 
Equitable Trust Company should re 
create the atmosphere of old Maryland, 
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for the ground upon which the counting 
room now stands has been associated 
with banking since 1806. Equitable offi- 
cials feel that the counting room’s air of 
strength and solidity is expressive of 
the bank’s tradition, while its spirit of 


New Colonial 
Counting Room of 
the Equitable 
Trust Company of 
Baltimore 


courtly charm and hospitality offers a 
gracious welcome to the Equitable’s 
friends and customers. By making this 
contribution to Baltimore’s historic 
showplaces, the Equitable should win 
new friends and build added good will. 


A Valuable Aid for Every Bank 


Handling Personal Trusts 


Personal Trust Administration 


By CUTHBERT LEE 


HERE for the first time the trust officer and employes of 
trust departments have definitely in writing the ac- 
cumulated knowledge regarding the handling of personal 
trusts which has hitherto been slowly, laboriously and inac- 
curately handed down from one bank generation to an- 
other—taught and learned by word of mouth. The entire 
procedure for administering personal trusts is here described 
in detail—based on the practice of the most efficient trust 


companies. 


Price $5 Delivered 
BANKERS PUBLISHING COMPANY 


BOOK DEPARTMENT 
465 Main Street, Cambridge, Mass. 
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Small Loans and the 


‘Unlimited Emergency 


HE declaration of an “unlimited 

emergency” has given a new mean- 

ing and importance to the Soldiers’ 
and Sailors’ Civil Relief Act of 1940. 
Heretofore, it has been assumed that 
draftees would serve their year of 
training and then return to civil life 
to take up where they left off when 
entering the service. Now, it appears 
doubtful that trained men will be re- 
leased in the face of more acute inter- 
national conditions which may lead no 
one knows where. 

This seems to mean that not only will 
the loans presently affected be frozen 
in for a long period but that the number 
of loans so affected will be materially 
increased. 

The experience which we have had 
to date has been somewhat unsatisfac- 
tory. We have at present about sixty 
loans aggregating some $15,000 which 
are subject to the provisions of the Act. 
These include automobile, FHA Title 
I, equipment financing, personal loans 
and others. 

The attitudes of the borrowers vary 


*‘It is my sincere belief that 
we should make loans to well es- 
tablished individuals who have 
demonstrated their ability and 
intent to meet just obligations, 
regardless of eligibility for serv- 
ice,’? says Mr. Christensen in 
this article which is based on a 
recent address before the Oregon 
Bankers Association Convention. 


By H. H. Christensen 


Assistant Vice-President, American Trust 
Company, San Francisco 


greatly. A few show an inclination to 
codperate by disposing of cars to liqui- 
date their obligations or by making 
some sort of token payments during 
their period of service. Others take the 
stand that they are entitled to a com- 
plete moratorium on all payments and 
they propose to take full advantage of 
that fact regardless of any other con- 
siderations. Still others decline to co- 
Operate in any way by the simple ex- 
pedient of refusing to answer any 
letters. 

When the: Act was being debated be- 
fore Congress last fall, the general im- 
pression prevailed that anyone whose 
financial status was not materially 
affected by reason of his military service 
would not be entitled to a moratorium. 
However, as the Act stands on the books 
today, it applies to all “persons in the 
military service of the United States.” 
By the terms of the Act that clause in- 
cludes “all members of the Army of 
the United States, the United States 
Navy, the Marine Corps, the Coast 
Guard, and all officers of the Public 
Health Service detailed by proper 
authorities either with the Army oF 
Navy.” 


Loans to Army Personnel 


Among the problem loans in our 
bank we have several co-maker personal 
loans made to non-commissioned offi- 
cers in the Army and co-signed by other 
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non-coms. We also have several loans 
signed by commissioned officers in other 
branches of the service. In every one 
of these cases to date, the men have 
refused to codperate with us. Appeals 
made to superior officers have brought 
unsatisfactory results, Without a doubt 
some of these men have even improved 
their financial status by reason of pro- 
motions due to the exceptional growth 
of all branches of the service. It seems 
quite unreasonable for them to take on 
this attitude but that’s the setup and so 
far we have been unable to do anything 
about it. 


One way out of our problem might be 
through court action. But how are you 
going to even serve these men when it 
is so difficult to locate them because of 
frequent transfers. One day they may 
be in a nearby reservation or port. 
Shortly thereafter they may be trans- 
ferred to Alaska, Pearl Harbor, Pan- 
ama Canal or Guantanamo Bay. It 
seems extremely doubtful that a judg- 
ment may be obtained by default, and 
if it should be, what then? 

All of this naturally causes a banker 
to wonder how far he should go in 
granting credit to men presently in the 
service or to eligible draft registrants. 
Banks quite likely may be in the posi- 
tion of “It’s Hell if you do and It’s 
Hell if you don’t.” If we don’t make 
loans to these men we are quite likely 
to be criticized as unpatriotic. If we 
do make them, not only are they likely 
to be frozen in for the length of service, 
but when the men return to civil life to 
find so-called “dead-horses’” to buy 
they may well feel inclined to want to 
dodge them if it can be done. If we 
should then take court action to enforce 
payment it would seem that we may 
again be subjected to the cry of un- 
patriotic in our demands for the pro- 
verbial “pound of flesh” from men who 
have served their country. 

It is my sincere belief that we should 
make loans to well established local in- 
dividuals who have demonstrated their 
ability and intent to meet just obliga- 
tions, regardless of elegibility for serv- 
ice. Any such who may apply to a 
bank for credit should be thoroughly 
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checked by the usual credit investiga- 
tion methods and perhaps required to 
provide one or more co-makers. They 
should never be turned down for any 
reason other than lack of credit re- 
sponsibility. 


AMERICAN INDUSTRY’S FUTURE 


THE United States has only about six 
per cent of the population of the world, 
yet after this war it is going to face, 
single-handed, a task of rebuilding the 
whole world and revitalizing it for new 
social and economic advance, and in 
this task let us have no illusions. We 
are not going to be loved for it, not at 
least in our own generation; nor are we 
going to be paid for it. But we are 
going to do it because it is the peculiar 
destiny of this new type of many-raced 
democracy of ours to believe that all 
peoples of the earth, even our enemies, 
are our brothers. Thus, I see a task 
for American industry, not alone for a 
period reaching until the end of hos- 
tilities, but for many years to come.— 
George S. Brady, Chief, Substitute and 
Secondary Materials Section, Price Di- 
vision, Office of Price Administration 
and Civilian Supply, in a_ recent 
address. 
© 


TuriFt education should be a part of 
the curriculum of every school, not on 
a voluntary basis but as a part of the 
economic training. The young mind is 
fertile and imaginative. If the seeds 
of thrift, savings, and private ownership 
are sown at an early age, they will take 
root and will not be easily divorced 
from the minds of our youth. 

The rising generation will have to 
face problems that have been created 
for them. They will face conditions 
they cid not bargain for and they will 
have to accept decisions which in the 
making they had no voice. Because of 
this heritage, the coming generation 
must be a strong one—a generation that 
is alert mentally and physically, and 
that must be self-denying.—Joseph A. 
Kaiser, Assistant Auditor, Williams- 
burgh Savings Bank, Brooklyn, N. Y., 
in @ recent address. 






































































































































IN 


WASHINGTON 


By Our 


WASHINGTON CORRESPONDENT 


HE general trend of economic, 

financial and banking conditions as 

these are controlled by Washington 
authorities is generally one of suspense 
as to the future. That is the broad pic- 
ture. Specifically, inflation fears are 
taking hold resulting in the introduction 
of the Price Control Bill, by the chair- 
man of the House and Senate Banking 
Committees. In addition, there are plain 
promises that installment credit con- 
trols are coming, either as a part of this 
bill, or under some other legal author- 
ity. Then there is the effect of tighten- 
ing priorities which is resulting in the 
closing of small and even fairly large 
industries serving the public in contra- 
distinction to the giant war machine. 
Unemployment in sections of the coun- 
try is resulting, and Administration 
leaders admit that in some places this 
may be serious. 

The tempo of all-out aid to Britain 
is rising. The effect on normal Ameri- 
can life is becoming more apparent. 
The point is, will the nation relish the 
changes and will the determination to 
pursue the present policy remain con- 
stant without actively entering the war. 
It would seem that in the next few 
weeks, or perhaps few months, will con- 
verge forces that will bring decisions of 
great importance to the nation as a 
whole and private credit, specifically. 

As this is written, the House Bank- 
ing Committee is exploring the Admin- 
istration’s vital price control measure 
with the probing by Representatives of 
mounting excess reserves, and the whole 


banking picture and policy of bank 
supervisory agencies. 

Also, at this time, taxes are again 
subject to adjustment. as the Senate re- 
writes some portions of the huge rev- 
enue collecting measure which the 
House passed. 

The price control program and the 
taxing plans have their immediate reper- 
cussions on the banking fraternity. The 
former seeks to give a single authority 
the right to place ceilings on consumer 
goods, forced, it is declared by Leon 
Henderson, now chieftain of the Office 
of Price Administration and Consumer 
Supply, because of inflation, indicated 
as imminent. The latter is counted 
upon as drawing off some of the rising 
income which would bid up demand and 
sharply increase the cost of living, 
through heavy collections, to help de- 
fray defense production and to aid Fed- 
eral financing. 


Price Control 


Leon Henderson, long a New Deal 
figure, is believed to be favored for 
administration of the price control ma- 


chinery. He has been under sharp 
questioning by all shades of political 
beliefs. As an economist of the Russell 
Sage Foundation, a teacher, then with 
the National Recovery Administration, 
then with the Securities and Exchange 
Commission and now with the OPACS, 
questioning has been extremely sharp 
and critical and pointed. Some of this 
has included personality phases of Mr. 
Henderson’s life. 
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An extremely dark picture of the 
imminence of inflation was effectively 
pictured to the members of this com- 
mittee. Democrats, New Dealers and 
Republicans indicated that they were 
not opposed to any program which 
would offer a means of avoiding the 
evils of inflation. Questioning of _Mr. 
Henderson showed that some guar- 
antees were wanted that dictators would 
not be established which would bring 
in their train, something even worse 
than inflation. The price control bill 
provides various legal safeguards of 
appeal for groups and industries. It 
also contains moderate penalties. 

Coupled with price control must 
come a measure of restriction over in- 
stallment credit. It was stated that 
about 12,000 banks of the nation dea 
in such credit, either directly with the 
consumer public or through the pur- 
chase of installment paper. In addi- 
tion, there are about 1,500 loan com- 
panies, which do an industrial credit 
type of business, such as financing auto- 
mobiles, radios, refrigerators. Other 
credit agencies, less numerous, are 
being counted in. 

Mr. Henderson declared that he 
would not favor elimination, but rather 
raising maximum terms including 
higher down payments, so as to discour- 
age use of this type of credit. In this, 
Mr. Henderson is not in entire agree- 
ment with such representative agencies 
as the United States Chamber of Com- 
merce and some private economic senti- 
ment in the United States Department 
of Commerce. At the same time, it has 
been made clear that the Federal Re- 
serve Board of the Treasury, and other 
groups, favor Government control of 
these avenues of private credit. But, 
the group within the framework of the 
Chamber of Commerce, believe that vol- 
untary observance could be had without 
the heavy machinery of Washington. 

As for banking, there is some division. 
The American Bankers Association has 
already advocated a code of installment 
credit tightening. At the same time 


some banking groups, which specialize 
in industrial and consumer lending, are 


distinctly distrustful of more Federal 
machinery. 

In the whole picture, the document 
which the Federal Reserve Board made 
public on New Year’s Day of this year, 
carrying the endorsement of the Board 
and the Federal Advisory Council and 
the Reserve Bank presidents, arises to 
plague some New Dealers like Banquo’s 
ghost. This ghost has now taken on 
certain political tinges. Republicans 
would hardly miss the opportunity of 
telling the majority party that they had 
allowed this vital forecasting report to 
go unheeded for eight months—fiddling 
while inflation fires grew. Actually, the 
reason for doing nothing about the 
darkening economic picture, is charge- 
able to personality differences. This a 
fault that has long been prominent in 
Washington. 

Secretary of the Treasury Morgen- 
thau was, at that time, unwilling to see 
the Reserve Board achieve new author- 
ity, or even prominence. Senate Bank- 
ing Committeeman Robert Wagner, 
showed that he was peeved, then went 
on a long rest cure, from which he has 
not, as yet, returned to active political 
duty. Jesse Jones is not guiltless of 
sabotaging the Reserve System program. 

Now, however, the pressure is for 
Congress to “do something” along the 
very lines so graphically laid out at 
the first of this year—eight months ago. 
But the time has grown exceedingly 
short! 


Tax Legislation 


The Administration is still contesting 
for heavier excess profits taxes, for low- 
ering the exemption on personal income 
taxes and more excise taxes. In other 
words, restore the Treasury-written bill, 
that was not entirely acceptable to the 
House Ways and Means Committee. 

While this highly controversial 
measure may be passed before these 
pages are read, comment must be 
limited. Broadly, however, it must be 
noted that the Treasury again renews its 
determination to eliminate tax exemp- 
tion for state and municipal securities. 
This was made clear by statements of 
Secretary of the Treasury Morgenthau 
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and Assistant Secretary John L. Sulli- 
van. 

In harmony with this Treasury stand, 
the Comptroller of the Currency has in- 
formed banks that his office has reversed 
its ruling of long standing and now 
finds that the New York Authority and 
Triborough Bridge Authority are not 
qualified as units of a State, hence in- 
vestments in their bonds must be under 
the 10 per cent classification of other 
types of bonds 


Pending Bills 


Among the pending bills in which 
there is more than unusual interest 
among bankers having Washington con- 
nections, are the Gore Bill requiring in- 
dividual branch bank publication of 
statements of condition, and the Brown 
military branch bank bill. The first is 
supported by organized independent 
banking and the second is opposed by 
them. The American Bankers Associa- 
tion, while not specifically declaring a 
policy, generally agrees with the inde- 
pendents in their stand. 

There is known to be in preparation 
a new bill, sponsored by the building 
and loan associations of the nation. The 
measure has not, at least at this writ- 
ing, been formally introduced. Organ- 
ized banking is, however, concerned as 
to various provisions of such a bill since 
it strongly contested an earlier measure 
which died with the last Congress. 

There is also some talk of a new bill 
to lower Federal Deposit Insurance 
Corporation assessments. A mid-year 
report by the FDIC showed an excellent 
financial standing which would support 


the belief that lower assessments would 


not endanger the Corporation and would — 
aid the banks, especially the larger ones, — 

There are awaiting hearings two © 
broad revisions of the Federal Land © 


Bank System and, by the. same token, 
the Farm Credit Administration. One 
was entered by Representative Fulmer 
of South Carolina and the other by 
Representative Pierce of Oregon. Both 
are well spoken of by New Dealers. 

A number of bills for reorganization 
of the Securities and Exchange Act are 
pending. The SEC has stated its posi- 
tion on several of the points covered 
and has promised to coéperate in reach- 
ing agreements with the investment 
associations sponsoring changes. 

Government financing is being aided 
with the growth of sales of Defense Sav- 
ings Bonds, in which the banks are 
giving such an important and, it now 
seems, appreciated assistance. The tax 
anticipation notes, just. launched, are 
also an aid. These are already being 
purchased heavily, particularly by large 
corporations. In addition to the origi- 
nally announced series, two larger notes 
were added. 

On the wage and labor front, the 
Wage-Hour Division of the Department 
of Labor has announced that the first 
test bank case ended in a consent de- 
cree whereby a little more than $200 
was paid to five employes on alleged 
back wages. The bank, a comparatively 
small one, was the First National Bank 
of St. Charles, Minnesota. Another bank 
is involved in a dispute with this same 
Division. This latter case involves the 
constitutionality of the law as it relates 
to banks. 


Washington Notes 


Washington Banktrends and Backgrounds Weekly Review, Washington, D. C. 


HE war hurricane ahead seems to 
be obscuring the changes now and 
just ahead in the present voluntary 
enterprise system—the keystone of pri- 
vate credit and banking. As envisioned 
by Representative Crawford, the drift 
is to “consumer cards, pay-roll taxes, 
tax collections monthly, saying to banks 
whether or not, or when, they make 


loans, and absolutely dictate to the citi- 
zens what they may do with their sav- 
ings and earnings.” 

With banks prosperous, earnings bet- 
ter than ever, a new war economy of 
fictitious prosperity—ali this seems to 
obscure plans for a study of the future 


of the banking industry. The much 
ballyhooed Wagner Study is all but for- 
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gotten. The theories of the economic 
reformers brought out in the TNEC now 
seem to be fading. The socialistic state 
just ahead is not real, yet it can be 
glimpsed beyond the mist of war and 
defense. Bankers are loyal, banks are 
codperating, but they have been given 
no assurance that they will survive from 
a war economy into a reformation of 
peace. 


Pierce’s Federal Land Bank Revision 
Bill: This measure (HR 5346) would 
completely remake the Federal Land 
Bank System and do away with its pres- 
ent independence. It would give the 
Farm Credit Administration final au- 
thority over the land banks after retir- 
ing all present stock at par. It would 
abolish stock purchase requirements and 
revamp the Farm Loan Association. It 
would set interest rates at 34 per cent. 
It would make all Federal Farm Loan 
Bonds, not matured for redemption, and 
outstanding on the effective date of the 
Act, unconditionally guaranteed. It 
provides that Federal Reserve Banks 
make advances for one year periods on 
the new land bank notes, at rates estab- 
lished for Reserve member banks. Ad- 
visory Land Bank committees would be 
set up having considerable authority. 
Provision is made for refinancing of 
farm indebtedness. The bill is ex- 
tremely broad and is designed to re- 
write the present Farm Credit Act. 
While Representative Pierce of Oregon 
introduced the bill, he is not the real 
author, the bill being the product of 
the Department of Agriculture which 
now controls the Farm Credit Admin- 
istration. The measure has been re 
ferred to the House Agricultural Com- 
mittee. Hearings not yet indicated. 


Tolan Committee: With aims some- 
what similar to the Voorhis program, 
namely, providing a program to combat 
economic and financial instability after 
the war, this group is inquiring into a 
broad list of subjects. Representative 
Tolan (California) is the moving spirit. 
Originally, this committee was formed 
to study migration of destitutes, but is 
shifting its emphasis. Tolan is asking 
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each witness: “What do you think can 
be done to cushion for the worker the 
period -just after he loses his defense 
job?” The replies, of course, are at 
wide variance. However, several have 
indicated prior consideration, for they 
have advocated a “compulsory savings 
system.” This idea is not new although 
little publicized. Leon Henderson of 
OPACS has been talking about a 
“quasi-voluntary savings system.” Tolan, 
being a New Dealer, is becoming im- 
pressed. If this proposal grows it will 
be through inner promotion and can 
have wide repercussions on savings and 
commercial banks. It is another subject 
for organized banking to be prepared 
to meet. 


Gore Bill: This measure received a 
fine tribute by Representative Wolcott, 
Michigan Republican, who praised its 
purposes and independent banking 
everywhere. Wolcott especially praised 
R. F. Hollister, whose organization is 
supporting the bill, through Eugene 
Kelly and Associates. The tribute to 
independent banking, placed in the Con- 
gressional Record, will probably be 
widely distributed by the Independents. 

Danger in Small Business Aids: There 
has been very little sincerity in helping 
small business. Inter-agency jealousy 
and politics have allowed constructive 
legislation to drift. Real danger lies in 
failure to set up machinery. As these 
types of business fold, with political re- 
percussions and financial liabilities, 
Congress will suddenly be aroused and 
then will move far to the left in putting 
the Government into the private lending 
business in direct competition with 
banks. A reasonable approach could 
now be found before bankers are again 


blamed. 


Independent Bankers’ Grow’ in 
Strength: Those that believe that the 
organized independent banks are not 
concerned in protecting their status 
should follow the reports of condition. 
The association of which Ben DuBois 
is the secretary has a good cash posi- 
tion, with a paying, active membership 
of more than 1,000. 
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Investment 
and Finanee 


Epitep By OSCAR LASDON 


Banks’ Realty Holdings 


EPORTING on the condition of 
the Federal Deposit Insurance Cor- 
poration for the first half of 1941, 

Chairman Leo T. Crowley urges mem- 
ber banks to liquidate real estate hold- 
ings and other sub-standard assets. In 
the chairman’s words, this policy is 
recommended “in order to assure maxi- 
mum preparation for whatever unknown 
hazards lie in the future.” 

Most of the member institutions own 
only negligible amounts of real estate 
—banking premises being excepted, of 
course. But what real estate is held is 
concentrated in a relatively few. states, 
and banks in those states are accord- 
ingly afflicted with pressing realty prob- 
lems. The report mentions the fact that 
insured banks in three adjoining Middle 
Atlantic states (which are probably New 
York, New Jersey and Pennsylvania) 
possess more than half the non-banking 


New Business for the 


Trust Department 


By T. T. WELDON 


A complete treatise on the adver- 
tising problems of the trust 
department 


Price $5.00 


BANKERS PUBLISHING CO. 
465 Main St., Cambridge, Mass. 


real estate owned directly by FDIC 
members. It is also observed that most 
of the FDIC’s disbursements, required 
to facilitate mergers and to pay off de- 
positors, have been poured into these 
states. 

The total amount of all sub-standard 
assets, including real estate and corpo- 
rate stocks, amounted to only 4 per cent 
of the appraised value of total assets 
of insured banks last year. Unfor- 
tunately however, the distribution of 
weak assets is not spread evenly among 
member institutions. For example, 
roughly 29 per cent of all FDIC mem- 
bers, holding approximately 13 per 
cent of all deposits, had sub-standard 
items amounting to 10 per cent or more 
of total assets. 

In Chairman Crowley’s opinion, real 
estate cannot be considered a satisfac- 
tory bank asset, except for the invest- 
ment in banking premises necessary for 
efficient operation. Fluctuations im 
value and uncertainty in income, it is 
observed, make real estate particularly 
unsuitable for bank investment. In like 
manner, corporate stock holdings are 
condemned. 

Periods of generally good business, 
like the present, afford an opportunity 
for banks to eliminate non-banking and 
sub-standard assets from their books, 
either by sale or charge-off. According 
to Mr. Crowley, “It is particularly im- 
portant that the management of banks 
with the sub-standard proportions of 
such assets take steps to improve their 
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position at every opportunity. Unwill- 
ingness to sell such assets at current 
market levels merely because the prices 
obtainable may be below book values 
is likely to prove short-sighted. Con- 
servative policy requires continuous dis- 
position of all assets involving an un- 
reasonable degree of risk, in order to 
assure maximum preparation for what- 
ever unknown hazards lie in the future.” 

On June 30, 1941, operating banks 
insured by the FDIC numbered 13,479. 


—_ 


SECURITIES ACTS REVISIONS 


The Securities & Exchange Commis- 
sion, the Investment Bankers Associa- 
tion, the National Association of Secu- 
tities Dealers, and organized stock 
exchanges have finally made public the 
results of their deliberations on pro- 
posals to amend the Securities Act of 
1933 and the Securities Exchange Act 
of 1934. 

Points on which agreement is ex- 
pressed include the following proposed 
changes in the Securtiies Act of 1933. 

1. Registration costs and difficulties 
are to be eased. Registration require- 
ments are to be simplified so that a 
large volume of unimportant detail, 
which must now be compiled at con- 
siderable cost, may be omitted. Before 
the effective registration date of a new 
issue, offers (but not sales) are to be 
made by “limited” prospectus. This 
new procedure will allow prospective 
buyers to study the new issue at leisure 
and thus arrive at unhurried conclu- 
sions as to whether purchase is de- 
sirable. 

2. Issues sold by “direct placement,” 
amounting to over $3,000,000 will re- 
quire registration. This will reduce the 
advantages, to issuing companies, of 
sale without registration. Thus, public 
information on all large issues will be 
available. Also, investment banking 
activities may be stimulated. 

3. The size of issues exempt from 
registration is to be changed. The pres- 
ent exemption only applies to flotations 
less than $100,000 and the expense of 


Tegistering small issues above this 
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amount is relatively excessive. The 
SEC has indicated its willingness to ex- 
periment with exemptions up to $300,- 
000, while the banking fraternity pro- 
poses that the limit be set at $500,000. 
Some compromise is likely to be 
worked out here. 

No agreement appears to have been 
reached on proposals to modify exist- 
ing civil liabilities provisions. 

With regard to changes in the Secu- 
rities Exchange Act of 1934, opinions 
have coincided in a number of instances. 
However, there are some points of dis- 
sension. Stock exchange representatives 
want an elimination of the Commission’s 
power to segregate the functions of 
broker and dealer. On the other hand, 
the Commission urges tha tit have au- 
thority to compel stock exchanges to 
discipline the latters’ members as the 
SEC directs. 

In all of the discussions, it is inter- 
esting to note that no proposals were 
extended which would have tended to 
weaken the protection afforded investors 
under existing statutes. 

How fast the recommendations will 
be acted upon by Congress depends, in 
large measure, on the exigencies of the 
international situation and how much 
time Congress can now allow for purely 
domestic matters. Hearings are tenta- 
tively slated to start before the Inter- 
state and Foreign Commerce Commit- 
tee of the House of Representatives this 
month. How soon the final proposals 
can be drafted into legislative form: is 
problematical. Actual passage of new 
securities legislation may not be wit- 
nessed until the next session of Congress 
in 1942. 


—_— 


TRUST FUND INVESTMENTS 


In an address before the Pacific Coast 
and Rocky Mountain States Trust Con- 
ference of the American Bankers Asso- 
ciation, C. Alison Scully of the Bank of 
Manhattan Company pointed. out that 
high grade bonds were still the back- 
bone of any list of investments for dis- 
cretionary trust funds. 

Noting the fact that gilt-edge obliga- 
tions furnish the desired security of 
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principal, Mr. Scully recommended that 
the issues selected should, as far as pos- 
sible, be of relatively short maturities 
with low coupon rates. Such low cou- 
pon rates dispensed with necessity of 
paying big premiums. 

Anticipating the criticism that the in- 


come received as the result of such in- . 


vestment policy is low, Mr. Scully re- 
marked that “The difficulty is that 
everyone has been accustomed to think 
of prime securities as yielding 4 per 
cent, 414 per cent and 5 per cent. Time 
was when this was true. But not now. 
We are investing under different condi- 
tions today. There are no high grade, 
triple A bonds to be had which yield 
4\% per cent. These obligations are on 
a 3 per cent basis. That is unfortunate, 
but it is not your fault, or mine, and 
we must take the funds and invest them 
soundly and right, even though the in- 
come is meager. We must accustom 
ourselves and we must accustom the 
beneficiaries of our trusts to think in 
terms of less annual income.” 

As to the formulation of a properly 
balanced investment portfolio, Mr. 
Scully made the following suggestions: 

“First: United States Government 
bonds. I would like to put at least 10 
per cent of the fund in Government 
bonds, due in fifteen years or less, and 
as much more as the trust will stand 
depending on the size of the trust. 

“High grade medium term corporate 
obligations yielding 234 per cent to 344 
per cent and due in not more than 
twenty years—my own preference would 
be at least 40 per cent of the fund. Some 
would say 50 per cent. 

“Of preferred stocks yiedling 4 per 
cent or 414 per cent, 10 per cent or 
15 per cent is about right, up to 25 
per cent. 

“Common stocks: There is room for 
the widest diversity of opinion here. In 
states which have the ‘prudent investor’ 
rule an original commitment of 50 per 
cent is not excessive. In certain other 
states some of the more conservative in- 
stitutions either do not buy common 
stocks at all or upon being strongly 
_ urged will buy sparingly, perhaps 5 per 
cent or 10 per cent. Somewhere be- 
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tween 25 per cent and 33 per cent undet 
present conditions would be my own 
judgment.” 


_ 


DEFENSE SAVINGS PROGRAM 


Some interesting details of the de- 
fense savings program are disclosed by 
Secretary of the Treasury Morgenthau, 
who calls attention to the fact that more 
than 30,000 retail stores, in addition to 
16,000 post offices and 10,000 commer- 
cial and savings banks and savings as- 
sociations, are selling defense savings 
stamps. The number of these outlets 
is expected to increase tremendously 
throughout coming months as the sales 
effort starts to hit full stride. 

It is heartening to note that Secretary 
Morgenthau feels that more billions can 
be raised speedily and through volun- 
tary subscription. Mr. Morgenthau has 
consistently opposed any _ enforced 
scheme of savings, such as the selling 
of bonds and stamps by payroll deduc- 
tions or other similar methods. It is 
to be hoped that voluntary public re- 
sponse will continue sufficient and that 
less conservative policy will not sud- 
Sales of defense 


denly be imposed. 
savings bonds during the first three 
months of offering totaled over $1,000,- 
000,000. 


~~ 


PERSONNEL PROBLEMS 


The defense boom is not without 
effect on bank personnel problems. 
Companies working on defense orders 
are faced with the necessity of expand- 
ing their executive staffs and are com- 
peting with the banks for their trained 
employes. This development has _ re- 
sulted in considerable shifting and is 
causing institutions to devise programs 
of sufficient incentive to permit retention 
of their staffs. Bonus plans, it is re- 
ported, are being considered. 

Small institutions are feeling the 
pinch more sharply than the larger 
banks. In the latter cases, temporary” 
hardship through employe losses may 
be alleviated through departmental 
shifts. In small banks, this is hardly 
a practical course of action and replace- 


THE BANKERS MAGAZINE for September, 1941 








er 


ry. 


ay 
tal 
lly 


AL 





ment difficulties are serious. It is note- 
worthy that industrial companies, oper- 
ating on higher profit margins, are 
usually able to outbid the banks for 
skilled personnel. 


—s 


INSTALMENT FINANCE CURBS 


Under the President’s executive order, 
the Reserve Board has been directed to 
issue regulations governing instalment 
financing. This course of action has 
been undertaken with a view to restrict- 
ing the volume of credit that might be 
used in the distribution of consumer 
goods. It is an anti-inflationary meas- 
ure. The defense program is stimulat- 
ing a terrific increase in national in- 
come and credit curbs are being insti- 
tuted for the purpose of retarding al- 
ready heavy demands for merchandise. 

What will be the effect of forthcom- 
ing restrictions? As far as the banks 
are concerned, they may be only slightly 
affected. Naturally, there will be some 
loss of discount business done for 
finance companies. There will also be 
experienced a reduction in loans to re- 
tailers who sell on credit. However, 
accommodations extended to manufac- 
turers for financing defense business will 
probably more than offset the volume of 
losses realized elsewhere. 

Distribution areas will undoubtedly 
witness a certain measure of dislocation, 
owing to the effect of instalment curbs 
on large dealer and salesmen forces. 
With regard to finance companies them- 
selves, entry into new fields, such as 
financing armament sub-contracts, will 
take up a certain amount of slack. 
Finance companies factoring industrial 
manufactures are fortunate and will be 
relatively well off. 

It is indicated that the Reserve Board 
expects its regulation of instalment 
credit control to be “self-enforcing.”’ 
Reliance is expected to rest chiefly on 
a program of moral suasion and volun- 
tary codperation. The opinion was ex- 
pressed that the program would succeed 
in its objectives if the major sales 
finance companies, which handle the 
great proportion of credit financing, 
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would be actively codperative. It was 
hoped that the smaller units in the field 
would not seek to profit through a di- 
version of business from the larger 
organizations, but would also assist in 
the program. in this connection, some 
self-policing of the industry is antici- 
pated. 

The twelve Federal Reserve banks and 
their twenty-four branches are to have 
consumer credit divisions. These di- 
visions will handle all inquiries on Re- 
serve Board regulations. Instalment 
credit companies must register with the 
Reserve banks and obtain licenses for 
the carrying on of business before De- 
cember 31, 1941. 

Thus far, regulations have been ap- 
plied only to the length of instalment 
contract maturities and the size of. the 
down payments. 


A book that provides in one volume 
a Complete Banking Library 
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broker, business man or student 
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history, law, accounting and organiza- 
tion, foreign exchange, trusts invest- 
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With this convenient volume on your 
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ing in any way to banking, investment 
or finance. All market terms and 
operations are carefully described. 
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ography given at the end of each term, 
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Finaneial 
Situation 


RDINARY financial and economic 
relations have now become largely 
subordinate to those of wmili- 

tary requirements. While certain na- 
tions are attacking others, the latter are 
either actually defending themselves 
against these attacks or are engaged in 
gigantic defense plans. 

As of mid-August, the outstanding 
developments were the growing tension 
between Japan and the United States 
and the more complete domination of 
the Vichy regime in France by Ger- 
many, Relations between Japan and 
the United States have taken the form 
of a freezing of credits by both coun- 
tries, thus severely curtailing the usual 
trade relations, which had before been 
of large proportions. 

Germany’s invasion of Russia pro- 
ceeds, though at a considerably slower 
pace than the invaders had evidently 
expected. 


War’s Impoverishment 


Whatever may be one’s views as to 
the war itself, its causes and upon whom 
rests the responsibility for its outbreak, 
one fact clearly comes into view, and 
that is that the nations of the world 
are being impoverished to a degree 
from which recovery will be long and 
extremely painful, and perhaps entailing 
a great and not improbably a revolu- 
‘tionary change in human society. For- 
tunate will this change be should it em- 
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Abroad... 


A Monthly Survey 


body a recognition of the futility of 
war itself. 


— 


GREAT BRITAIN 


How the war has affected. new capital 
issues in Great Britain is shown by the 
statistics compiled by the Midland Bank 
Limited. 

For the first half of 1937 such issues 
reached a total of £97,416,000, and 
even in the first half of 1939 the total 
was as high as £57,145,000, but had 
dropped to £3,068,000 in the first half 
of 1940, and to only £1,280,000 in the 
first half of 1941. 


—_ 


BRAZIL’S TRADE RETURNS 


THE 194] first quarter trade returns 
show an export value of 1,360,295 
contos and imports valued at 1,147,529 
contos for a favorable balance of 218,- 
766 contos as compared to the unfav- 
orable balance of 1940 which amounted 
to 143,397 contos. Exports varied but 
little there being an increase of only 
54,000 contos over the first quarter of 
1940 while imports declined 300,000 
contos, the principal cause of the rela- 
tively smaller imports being found in 
the reduced purchases of jute fibre, 
wheat and tinplate and that for the 
small gain in exports being based on 
the smaller shipments of meat products. 

Turning to the trade by countries, 
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one finds that whereas the United 
States accounted for 35 per cent of the 
total exports in the first quarter of 
1940, in the same period for 1941, her 
proportionate share had risen to 62 per 
cent. A conspicuous rise is noted in 
shipments to Japan and Asia, in gen- 
eral, the shipments to the former being 
only 0.7 per cent of the total in 1940 
and 5.8 per cent in 1941. This rise is 
based largely on the huge cotton ship- 
ments of which there was practically 
none in 1940. Shipments to the South 
American countries increased, in gen- 
eral, being accountable by the larger 
shipments of manufactures, the princi- 
pal market continuing to be Argentina 
which purchased 5 per cent of the total 
in 1940 and 6 per cent in 1941. The 
greatest relative decline is noted in trade 
with Europe, the decrease of imports 
being from 51 per cent in 1940 to 13 
per cent in 1941 while that for imports 
was from 28 per cent to 17 per cent in 
1941. 

Purchases in the United States 
showed an increase of 9,000 contos over 
the first three months of 1940 and thus 
registered a higher percentage gain 
being 59 per cent of the total as com- 
pared to 46 per cent in 1940. Pur- 
chases from Argentina, the second larg- 
est import source, dropped in an abso- 
lute sense but retained their same pro- 
portionate value, that is 10 per cent. 
England, the third largest source of 
goods, furnished 9 per cent in 1940 and 
only 7 per cent in 1941 while the 
Dutch West Indies which is an im- 
portant supplier of petroleum products 
for Brazil showed a decline of 8,000 
contos but gained slightly in percentage 
providing 4.1 per cent of the total. 
Japan also supplied larger amounts in 
1941, there being an increase of value 
of 1,200 contos over 1940 and a per- 
centage gain from 2.3 to 3.0 per cent.— 


Brazil Trade Journal. 


—_ 


THE ARGENTINE 
Unper date of July 28, the First Na- 
tional Bank of Boston received the 
following information from its branch 
in Buenos Aires: 
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Main facade of the new building of 
the Bank of the Province of Buenos 
Aires in Buenos Aires. 


Argentina accumulated the substantial 
export balance of m$n 226,263,000 for the 
first semester as compared with m$n 94,- 
423,000 and m$n 192,226,000 in the same 
period of the two preceding years. 


June, 194] June, 1940 

m$n m§n 
Bank clearings . .3,864,000,000 3,309,000,000 
Liabilities failures 5,361,000 6,112,000 


The combined bank statement issued by 
the Central Bank for May, 1941, shows: 
m$n 
Deposits 
Loans 
OOM. <5 8 : 
Cash reserve 


Exportable surpluses were: 


July 1,1941 July 1, 1940 


1,368,000 
7,856,000 
196,000 


Wheat 
Maize 
Linseed 


SOUTH AFRICAN WAR FINANCES 


Writine in the South African Journal 
of Economics on “Financing the South 
African War Effort,” Sheila T. van der 
Horst makes these observations, which 
are not quoted in criticism of the 
financial policy of South Africa, but 
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because they may be applicable to the 
United States. 


In South Africa, despite sporadic appeals 
for economy made by Mr. Hofmeyr and 
General Smuts, we are also playing a game 
of “let’s pretend.” Let’s pretend we can 
conduct a war without unpleaasnt exertion, 
without reducing our standard of living, 
without foregoing luxuries, and, indeed, 
those commodities we may have come to 
look upon as essential, but which are not 
really necessary for our war effort. 

The idea that we can be prosperous dur- 
ing the war, if that means raising our 
standard of living, is another dangerous de- 
lusion; and I think those who use it for 
propaganda purposes are underestimating 
the fibre and determination of all sections 
of the population. It were better that 
like Mr. Churchill they should offer noth- 
ing but “blood, toil, tears and sweat,” 
than that they should attempt to bribe by 
promising spurious prosperity. 

The tacit cry of “business as usual,” 
instead of “economy and yet more econ- 
omy,” is a grave source of weakness to 
the South African war effort. No real 
lead has been given showing what econo- 
omies can most help the war effort. The 
English section of the South African daily 
press has feared to embark on a genuine 
campaign in favor of economy and volun- 
tary or enforced saving. It has given no 
lead to its faithful adherents. They are 
preventing South Africa from making her 
maximum contribution to the allied cause. 

No less than in Adam Smith’s day, we 
are convinced individually that defense is 
of greater importance than opulence. Com- 
mercial men and industrialists must be 
made to realize that it is only by each 
one of us devoting ourselves now whole- 
heartedly to defense, at the cost of absti- 
nence, privation, and of our own particu- 
lar vested interests, that we can hope in 
the future io be opulent in those things 
which we consider more worthwhile than 
our present material wealth. 


—_— 


MARIA THERESA DOLLARS 


Wir the return to power in Abyssinia 
of the Emperor Haile Selassie, there 
comes a development interesting to stu- 
dents of monetary matters. For six 
generations prior to 1936 the currency 
of Abyssinia was the silver dollar that 
was first minted in 1753 in Vienna, 
when the Empress Maria Theresa was 
on the Austrian throne. When the 
Italians overran Abyssinia in 1936, lire 
supplanted Maria Theresa dollars. Now, 
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the position is being reversed; dollars 
are being reinstated and lire are being 
withdrawn from circulation. 

The Maria Theresa dollar is about 
the size of a five shilling piece, of 
83 1/3 per cent fineness of silver, and 
it is nominally worth about two shill- 
ings. It is not the only currency of the 
country, however. There are the Menelik 
dollar or talari of approximately the 
same weight and fineness; and smaller 
coins of half, quarter, one-sixteenth, 
and one-twentieth talari. The only 
copper coin is the besa, of which one 
hundred go to the talari. Bars of salt 
and cartridges have also served as cur- 
rency in the more backward areas. 

In the decade after the last war cer- 
tain London banks with Central Euro- 
pean connections occasionally bought 
silver and sent it to Vienna for minting 
into Maria Theresa dollars, which were 
then sold to banks operating in East 
Africa and the Persian Gulf. In 1926 
Paris minted ten million silver piastres, 
of which twenty are worth a Menelik 
talari. 

In 1935 Italy bought the matrices and 
stamping machines from Austria: other 
countries then began to mint Maria 
Theresa dollars.—The Scottish Bankers 
Magazine. 

© 


STOP TROUBLE ON TWO WHEELS 


THE sum and substance of it all is that 
it is no trick to reduce bicycle acci- 
dents if we only put our minds to it. Vir- 
tually every one of the 150 cities that 
has gone at the problem has been re- 
warded by an immediate drop in the 
number of deaths and injuries.—Paul 
W. Kearney, safety expert, in the cur- 
rent Rotarian magazine. 


© 


HAMMERS, presses and “upsetters” in 
the forge shops of Aluminum Company 
of America have been increased 134 per 
cent since January 1, 1940, in the firm’s 
defense expansion, the Aluminum News 
Letter announced. Additional hammers 
on order will bring the increase to 200 
per cent, the publication stated. 
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Defense Stamp Machines 


Since the Government is issuing de- 
fense savings stamps, would it not be 
feasible to dispense them through the 
use of machines which could be placed 
in banks, schools, offices, manufactur- 
ing concerns, department stores and 
also army camps, etc., where stamps 
could be purchased readily and without 
further bookkeeping. The accessibility 
would be another inducement to em- 
ployes and the general public to invest 
in small quantities frequently. 


Much money is being spent for the 
promotion of advertising and sale of 
these defense stamps, but this is only 
one side of the issue at hand. In this 
modern world, time is an important 
factor, and the general public that 
works all day long finds it inconvenient 
to make frequent trips for the purchase 
of these stamps because of the fact that 
there are only a few places such as the 
post offices and banks where they can 
now be purchased, and as a rule these 
places are closed after working hours. 

Since most salaries are paid with tax 
or other deductions, most employees 
receive some loose change, and whether 
in a bank, business establishment, de- 
partment store or any other public 
building, it would be an added induce- 
ment to them to invest this amount 
immediately by purchasing defense 
stamps from machines conveniently 


located. 


LETTERS 


—wherein readers speak freely regarding articles ap- 


Street, Cambridge, Mass. 
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pearing in Tue Banxers Macazine, subjects of gen- 
eral banking interest, etc. All letters are welcome— 


address them to Tue Bankers Macazine, 465 Main 


Another important angle to be con- 
sidered is that pertaining to defense 
savings stamp machines in schools. 
Boys and girls throughout the country 
could use this form of investment which 
would create not only a sense of loyalty 
and responsibility to their country but 
would teach them thrift, and result in a 
great source of help to the Government. 

There is no doubt that such a plan 
would entail expense, but possibly a 
large manufacturing concern which is 
now manufacturing machines used for 
the sale of postage stamps could colla- 
borate with the government in utilizing 
this type of machine for the handy dis- 
tribution of these defense stamps. 

Many expensive machines are being 
built for entertainment purposes and are 
showing great net results for the indi- 
vidual operating such an enterprise. If 
defense stamp machines went into use, 
continued advertising and promotion of 
the use of these machines could quickly 
develop into an incredibly large volume 
of steadily increasing sales of defense 
stamps, and the results would greatly 
minimize the initial expense. 

No doubt, there are many other 
angles to be considered and developed, 
but the fundamental idea of distribut- 
ing these stamps by the use of machines 
might be simple and speedy in accom- 
plishing their purpose. The patriotism 
of our people will surely respond. 

P. A. Lospennato, 
Revere, Mass. 











LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Epitep sy KEITH F. WARREN 


90 YEARS AGO 


The Bankers Magazine 
Savings Banks 


These institutions are among the 
noblest and the best that were ever in- 
vented; and to keep them so, it is neces- 
sary that the strictest watch should be 
kept over them by the Legislature 
(otherwise they may become the most 
dangerous), so that when any weak 
spot is discovered about them, it may 
be immediately mended. There are now 
nine or ten of them in this city and its 
immediate neighborhood, with deposits 
of over sixteen millions of dollars. Sup- 
pose one of these institutions should get 
into bad hands, or from any other cause, 
fail—the consequence would be, a dis- 


September, 1851 


trust of the whole. A rush for funds 
would follow, and away goes the whole 
series, pulling down the other banks 
with them (as they did in 1837), by an 
immediate demand for specie. Now to 
show that this is not an impossible oc- 
currence, you will observe that when a 
new bank is put up in city or country, 
under the General Banking Law, an ap- 
plication is pretty sure to be made to 
the Legislature for a savings bank, with 
the same directors to both institutions. 
The object of this is, to enable the ger 
eral bank to use the deposits of the 
savings bank as capital, and discount 
on them. This is done to a considerable 
extent already, and is a growing evil. 


50 YEARS AGO 


The Bankers Magazine 


The Banks and the Currency Question 

Once more the country is facing the 
question, what shall be done to increase 
the volume of circulation so as to pro- 
vide effectively for the wants of com- 
merce during the autumn? This is an 
old question which is asked annually, 
but whose solution seems as far off as 
_ ever. That more money is needed dur- 
ing the latter half of the year than dur- 
ing the first half for business purposes 
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September, 1891 

is certain; but how to increase the 
amount is one of the most important 
questions that presses for answer. Vari- 
ous plans are proposed from time to 
time, but none are satisfactory. The 
experience of last year fills some minds 
with dread concerning the immediate 
future. The pressure for money during 
the autumn of 1890 was much greater 
than it had been for many years, and 
some are fearful that this experience 
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will be repeated in-the months that are 
now before us. This opinion, however, 
is not shared by all; some think that the 
situation of last year was unusual, and 
that extraordinary circumstances ex- 
isted which are not likely to appear this 
year. But probably all who think much 
about the matter are quite agreed that 
the pressure is greater during the last 
half of the year than during the first, 
and that some mode ought to be pro- 
vided, if possible, of easing the money 
market and thus lessening the anxiety 
and the risks to which business is sub- 


jected during that trying ordeal. For 
it must be admitted that under the exist- 
ing conditions the autumn months are 
dreaded by many who are engaged in 
business. They fear either that they 
will be unable to get the money required 
to discharge their obligations, or else 
that they must pay so much for it that 
a prospective profit will be turned into 
a positive loss. So, for several reasons, 
the question has become very serious; 
indeed, this and the silver question are 
the two great currency questions of the 
day which require a speedy solution. 


25 YEARS AGO 


The Bankers Magazine 


What the Banks Think of the 
Federal Reserve Act 


An investigation was made a short 
time since by the Guaranty Trust Com- 
pany of New York to ascertain what the 
banks of the country thought of the Fed- 
eral Reserve Act. It showed that out 
of 5,344 banks which replied to the in- 
quiries sent out, 1,760 were favorable 
and 1,811 unfavorable. 

Of the 1,760 favorable replies, 1,229, 
or 70 per cent, were from member 


banks, and 531, or 30 per cent, from 


non-member banks. 


Of the unfavorable replies, 1,088, or 
61 per cent, were from member banks, 
and 685, or 39 per cent, from non-mem- 


ber banks. 


Of the replies that were non-commital, 
392, or 21 per cent, were from member 
banks, while 1,419, or 79 per cent, came 
from non-member institutions. 


The greater number of those opposed 
rested their objections on the failure of 
the Federal Reserve banks to pay in- 
terest on deposits—903 banks giving 
this as their reason for disliking the new 
system. But if one analyzes the ob- 
jections under various headings—those 
which declare they have no dealings with 
their Federal Reserve Bank, few deal- 
ings with it, or that the system is of no 
value or of little value to country banks, 
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it will be found that herein lies the chief 
reason for disapproval. But is this a 
convincing argument against the Fed- 
eral Reserve System? The fact that the 
average bank, in these times, finds but 
little use, or even no use, for the Fed- 
eral Reserve Bank by no means proves 
that it may not find it most serviceable 
under different circumstances, and the 
very fact that the Reserve banks are to 
some extent dormant now may fit them 
all the better for service when they are 
needed. A good many banks say that 
they find the rediscount privilege of 
little- value; but how could it be ex- 
pected to have any particular value un- 
der the conditions now existing? Should 
the member banks need to rediscount, 
their opinion of the usefulness of the 
Federal Reserve banks might change. 

The non-member banks—807 of them 
—hluntly state that they “see no advan- 
tage in joining.” This is the most fatal 
objection to the Federal Reserve Sys- 
tem—that some 20,000 banks see no ad- 
vantage in becoming members of it. 
The membership of the national banks 
was involuntary; they must either come 
in or lose their charters as national 
banks. Whether the state institutions 
will modify their estimate of the value 
of the Federal Reserve System in the 
light of more experience and observa- 
tion of its operations, remains to be 
seen. 
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Current Conditions in Canada 


USINESS expansion under the in- 

fluence of war expenditures con- 

tinues, particularly in industrial 
fields, reports the Bank of Montreal in 
its Business Summary for August 22. 
The summary continues: 

“Returns for the first six months of 
1941 show that, as compared with the 
similar period of last year, manufac- 
turing production rose 11 per cent, 
electric power production 5.1 per cent, 
carloadings 15 per cent and exports 
and imports, excluding gold, each 30.1 
per cent. In the value of construction 
contracts there has been a spectacular 
increase, these advancing, in the first 
seven months of the year, to $247,400,- 
000, as compared with $154,700,000 in 
the similar period of 1940, and with 
$187,200,000 in the whole of the year 
1939. The outflow of war orders from 
Ottawa continues steadily. War expendi- 
tures in July totalled about $108,000,- 


000 and are now running at the rate 
of between $3,000,000 and $4,000,000 
per day. All plants engaged in the 
manufacture of munitions and materials 
needed for the war are operating at full 
capacity and in not a few cases are 
managing to exceed substantially what 
was regarded as their limit. While in 
some instances production of essential 
war supplies has been retarded by 
strikes, in the main, Canadian labor, 
which never before has had such steady 
employment at good wages, is respond- 
ing magnificently to the heavy demands 
made upon its skill and energy. 
“The needs of the war have been re- 
sponsible for a further enlargement of 
the shipbuilding program and. lately 
three shipbuilding companies were 
awarded contracts, involving a_ total 
outlay of about $49,000,000. In July 
the output of the motor-manufacturing 
plants at 24,654 units showed a slight 
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recession from the June figure of 25,- 
753 units but was far ahead of the 
figure for July, 1940, namely, 14,469 
units. The flour-milling industry in 
June, the latest month for which data 
are available, operated at 96.9 per cent 
of its capacity, with an output of 2,117,- 
976 barrels, which was a record for this 
month. In July, newsprint production 
at 293,483 tons showed an advance over 
the June figure, 273,697 tons, but was 
substantially below the figure for July, 
1940, of 332,689 tons. The canning 
factories have been experiencing their 
usual seasonal activity and the packing 
plants remain busy. The contract to 
supply the British Government with 
1,200,000 cases of canned salmon, esti- 
mated at about two-thirds of this year’s 
pack on the Pacific Coast, happily co- 
incides with an abnormally good run 
of salmon in British Columbia and it 
is reported that the catch of sockeye 
salmon on the Fraser River has already 
been much more than double the aver- 
age for the corresponding period in 
the previous five years. Orders for 
military purposes continue to provide 
business for the clothing trades, and 
the textile mills are operating at a sat- 
isfactory level. 

“Activity in the mining industry is 
unabated. In July the receipts of gold 
at the Mint exceeded all records for 
that month at 453,184 fine ozs. as com- 
pared with 401,186 ozs. in July, 1940, 
and an average of 287,913 ozs. for the 
same month in the pre-war years 
1934-38. Total gold receipts for the 
first seven months of the year amounted 
to 2,983,063 ozs. a gain of 4.8 per cent 
over the figure for the parallel period 
of 1940, of 2,846,000 ozs.” 


The Canadian Bank of Commerce 


In their Monthly Commercial Letter, 
The Canadian Bank of Commerce, 
Toronto, reports that their index of in- 


dustrial activity records a rise from 159° 


at mid-June to 161 at mid-July (1937=- 
100) or a level nearly 38 per cent 
above a year ago. Concerning agri- 
cultural conditions the letter says: 
“Weather conditions during the past 
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month have been mainly unfavorable 
for crop development in the Prairie 
Provinces, but generally favorable else- 
where, although the adverse effects of 
the spring drought were not fully over- 
come in Ontario and Quebec. 

“Widespread deterioration occurred 
in Saskatchewan and Alberta and grain 
crops there are of subnormal propor- 
tions. Conditions in both Provinces 
vary considerably. In Saskatchewan, 
there are fair to good prospects only 
in the south-eastern area and in parts 
of the south-central, west-central and 
north-eastern sections. Over most of 
the rest of the Province only a light 
wheat crop can be expected, while in 
the Swift Current district and in the 
territory from North Battleford west 
to the Alberta boundary little or no 
commercial wheat will be harvested. 
Coarse grains also suffered damage, in 
some localities to a greater degree than 
wheat, but a fairly good provincial 
harvest of these is yet possible if the 
scattered rains of the last few days of 
July become general and other condi- 
tions are favorable during the next few 
weeks. In Alberta, light grain crops 
are in prospect along most of the east- 
ern side of the Province and in parts 
of the central and northern areas, but 
elsewhere fair to average outturns are 
now ‘in view. Normal stands appear 
in the Peace River block. The crops 
in Manitoba have continued to progress 
rapidly, except in some southern, west- 
central and northwestern sections, and 
cutting of better than average fields has 
begun. 

“Local and sectional damage from 
grasshoppers is reported from Mani- 
toba and Saskatchewan, but we would 
again stress that the greatest pest hazard 
is that from wheat saw-fly infestation, 
which is now apparent over about one- 
quarter of the prairie wheat area. This 
area is estimated to be 22 per cent 
smaller than last year’s of 27,750,000 
acres, while the coarse grain acerage 
is estimated to have been increased this 
year by 3,366,000 acres, or by 26 per 
cent. 


“Field crops in British Columbia 
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have progressed favorably and heavy 
stands are now being cut. 

“Agricultural conditions in Ontario 
improved during the past month al- 
though the change to more seasonable 
weather came too late to better the hay 
crop, which was not more than 60 per 
cent of normal. The yield of spring 
grains, now being harvested over the 
greater part of the Province, is not 
expected to be more than 75 per cent 
of average and, while it is of excellent 
quality, a winter feed shortage is prob- 
able in several areas. Rains and high 
temperatures were beneficial to corn 
and tobacco, and also to pastures until 
intense heat in the third week in July 
caused some burning before they had 
revived completely from the spring 
drought, and stable feeding was again 
resorted to in various districts in order 
to maintain dairy production. General, 
soaking rains are required over most of 
the Province. 

“The hay cut in Quebec was much 
below average but, while there is con- 
siderable variation in the fields, grains 
are generally promising and pastures 
and roots have improved. 

“A heavy hay crop is being cut in 
the Maritimes and grains and roots 
have developed well.” 


Shortages to Be Expected 
Although a great expansion is in 


progress this does not mean “prosper- 
ity,” says the Monthly Review of the 


Bank of Nova Scotia, which goes on 
to say: 
“The day of both ‘guns and butter’ 


is passing and the costs of an all-out 


war effort are beginning to become ap- 
parent. Much of our surplus resources 
of people, machines and materials, and 
most of those surplus resources which 
were readily available, are now being 
utilized. There is no longer a great 
reserve of idle men and idle productive 
capacity which can be used to provide 
for our mounting war requirements. 
Shortages and potential shortages of 
certain materials and fuels are now ap- 
pearing. To an increasing degree, the 
additional materials and manpower 
needed for war will have to be obtained 
by withdrawing them from non-essential 
uses and activities. Or to put it an- 
other way, it is gradually becoming im- 
practicable to produce all the goods 
and services which the people of 
Canada might like to have and at the 
same time to meet the urgent require- 
ments of war. 

“That prosperity and war are not 
really compatible was strongly suggested 
by the provisions of the last budget and 
by the recent savings and war loan 
campaigns. The same truth is now be- 
ing indicated in more specific ways— 
by the shortages of oil, steel and other 
metals, by the restriction of automobile 
production, and by such government 
requests and suggestions as those to eat 
less pork and to get in winter coal sup- 
plies.” 


Canadian-Ameriecan Relations in Defense* 


By Carvin B. Hoover 
Economic Adviser, Office of Price Administration and Civilian Supply 


HERE appears little reason why 
either Canada or the United States 
should try to construct independ- 
ently self-sufficient defense economies. 
Even though joined by the closest 
bonds of friendship, prudence might 
counsel self-sufficiency in national de- 
fense if our two countries were geo- 
* Part of an address before the Fourth 


Conference on Canadian-American Affairs 
at Queen’s University, Kingston, Ontario. 


graphically widely separated. But it is 
an axiom happily grounded not only 
in warmth of friendship, but in geo- 
graphical propinquity which _necessi- 
tates a Canadian-American policy of 
tightly knit joint defense. 

There can be no question that the 
current year will be the crucial one 
of this war. It is consequently of first 
importance that we should find as 
speedy a means as possible of overcom- 
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ing any limitations which considera- 
tions of national interest in peace time 
have placed in the path of economic 
collaboration now. Significant steps in 
this direction have already begun. In 
the field of the non-ferrous metals our 
defense program and your exchange 
position have begun to benefit through 
the agreement for the purchase of mil- 
lions of dollars worth of aluminum in 
Canada. We are fortunate also in be- 
ing able to obtain vital supplies of 
nickel, zinc and other metals from your 
great mineral resources. 

At a time when the shortages of these 
metals is becoming most acute, the 
question may be raised, however, of 
whether plans have been made or are 
being carried out for expansion of ca- 
pacity of mines or power plants on any- 
thing like the scale which adequate 
formulation of our joint defense plans 
would necessitate, so that these pur- 
chases might be expanded to much 
greater amounts. 

Through the Lend-Lease Act and the 
Hyde Park Declaration of Economic Co- 
operation, it has become possible for 
machine parts needed by Canadian de- 
fense industries in the production of 
armaments for Britain to be provided 
under The Act, for materials needed 
for the British war effort to be sent 
from the United States to Canada for 
further processing, and for the pur- 
chase in Canada by the United States 
of defense materials needed by Great 
Britain. We can now utilize unusued 
Canadian factory capacity for the pro- 
duction of any goods which are useful 
to the United States in carrying out the 
Lend-Lease program. What this means 
in terms of efficiency in production can 
readily be imagined. Yet much re- 
mains to be done. 

There is every reason why the pres- 
ent moves’ which have been made to- 
wards the integration of Canadian- 
American defense programs should be 
further extended, speeded up, and im- 
plemented. It is obvious that problems 
will necessarily arise in connection 


with tariff, exchange, priorities, alloca- 
tion and in other fields as well. But 
it is precisely in these fields in which 
problems will arise that the possibilities 
of further collaboration can be further 
explored and developed. In the field 
of priorities for example, it is at once 
apparent that great advantages would 
flow from coérdination of priorities 
policies in at least the areas of major 
joint interest. At a time when there is 
an acute shortage of nickel for the 
American defense program so that the 
use of nickel in the production of dur- 
able consumers’ goods is being dras- 
tically curtailed, it would not make 
sense if priorities were not invoked 
against the use of nickel in Canada in 
the manufacture of goods for export 
for civilian consumption in the United 
States. So also there is no more reason 
why Canadian and American manufac- 
turers should bid against each other for 
limited supplies of labor of special 
skills or of scarce and critical materials 
than that either Canadian or American 
manufacturers should bid for them 
against their own compatriots. These 
matters are already generally under sur- 
vey by our Joint Priorities Board, I am 
sure, but they serve to illustrate my 
point nevertheless. 


Foreign Exchange 


The conclusions which follow from 
this analysis must be that real neces- 
sity exists for a co1prchensive and 
planned integration of the Canadian, 
British and American armament and de- 
fense programs on the economic front. 
There can be no doubt that such inte- 
gration will eventually develop beyond 
that which exists at the present time. 
But the time factor is of great impor- 
tance. In the face of our own hemis- 
pheric responsibilities as well as our 
responsibility towards the British peo- 
ple who are now bearing the brunt of 
actual warfare a positive and dynamic 
attitude toward these problems is cer- 
tainly required. 
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BOOKS for 
BANKERS 


Brief Reviews 


Bank MANAGEMENT ContTROLS. By 
H. N. Stronck. Chicago: Rand Me- 
Nally & Co. 1941. Pp. 280. $5. 


Tuts book outlines the methods for set- 
ting up a system of controls which will 
enable the administrative heads of a 
bank to maintain a check on every func- 
tion of every department. By following 
the outlined procedure, the bank can be 
certain that established policies are ad- 
hered to and that all possible efficiencies 
in operation are being used. Under 
such a system every expenditure is un- 
der control, errors are greatly reduced, 
and the possibilities of defalcation are 
practically eliminated. 

The book is based on the author’s 
many years experience in actually set- 
ting up such systems for individual 
banks. Mr. Stronck is a former bank 
president and a nationally known au- 
thority on administrative procedure for 
banks. Every suggestion he makes, 
therefore, has been thoroughly “bank- 
tested” in actual practice. 

No department of the bank has been 
overlooked. Starting with a discussion 
of how management controls are related 
to the obligations of directors and ad- 
ministrative heads, it details the general 
mechanics of setting up a control sys- 
tem. Then, chapter by chapter, it takes 
up the specific control procedure for 
every function and every department: 
Organization and personnel; commer- 
cial loans; real estate; bonds and secu- 
rities; operation and production; ex- 
penses; new business; trusts; and so 
on throughout the bank. 


244 


FiscaL Poticy AND Business CYCLEs. 
By Alvin H. Hanson. New York: 
Norton. 1941. Pp. 456. $3.75. 


Tuis book is recommended for a clear 
statement of the way men behind the 
Administration are thinking. The au- 
thor is the Federal Reserve Board’s 
borrowed (from Harvard) expert in 
their Division of Statistics and Research. 

Mr. Hansen ably explains the view 
that ever-increasing public debt does 
not lead to bankruptcy, as does increas- 
ing private debt, and states: 

“Were it not for the fact that a rapidly 
mounting public debt tends toward 
wealth concentration, borrowing is al- 
ways to be preferred to taxation, since 
borrowing is always a more expansion- 
ist method of financing expenditures. 
Expansion should, of course, always be 
restricted to the point of reasonably full 
employment in order to prevent price 
inflation.” 

The book gives adequate summation 
of economic theories as to proper mone- 
tary, fiscal, and price policy which have 
been developed through years of heated 
controversy. It reduces much that was 
highly abstract to a very readable dis- 
cussion. Part Five treats with “defense 
and its aftermath.” To deal with the 
aftermath, Mr. Hansen recommends es- 
tablishment of a Monetary and Fiscal 
Authority to advise the Executive “to 
increase or curtail at the appropriate 
time a specially designated category of 
public improvement expenditures de- 
signed to promote emplyoment stability 
and expansion ... and to determine 
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the imposition and withdrawal of taxes 
designed to check inflation or deflation 
and to change existing rates within 
limits imposed by the comprehensive tax 
program.” 

This drastic further shift of power to 
the Executive is necessary, the author 
thinks, in order that this country may 
achieve some measure of economic sta- 
bility, and so contribute an essential 
factor to postwar world relations. 


ProBLEMS OF MopeRN Europe: THE 
Facts aT A Giance. By J. Hamp- 
den Jackson and Kerry Lee- New 
York: The Macmillan Company. 
1941. Pp. 128. $1.75. 


Tuts book makes it easier to understand 
the problems of Europe today, bringing 
out the facts rather than opinions, and 
particularly the basic economic facts 
that are at the root of the trouble. 
These basic facts are made graphic 
and alive by a series of picture- 
diagrams, one facing each page of text, 
which forcefully show such things as the 
relative industrial wealth, difference in 
birthrate, and economic resources of 
the various nations of Europe. The first 
section deals with the basic problems 
behind our present discontents, the sec- 
ond with the resources and deficiencies 
of European countries, the third with 
attempts toward peace and security in 
the past twenty years, and the fourth 
with the problems which peacemakers 
will have to solve if yet another Euro- 
pean war is to be avoided. Thus the 
book gives the reader the essential in- 
formation for an understanding of what 
is behind the war, and provides the ma- 
terial necessary for an intelligent dis- 
cussion of the adjustments that must be 
made to make any peace possible. 


THE SEARCH FOR FINANCIAL SECURITY. 
By Robert B. Warren. New York: 
Columbia University Press. 1940. 
Pp. 1-91. $1.25. 


FINANCIAL security, says Professor War- 
ren, never seems to quite outrun the 
dangers which beset it. In his book he 
tells how the monetary and banking sys- 
tems of each prosperity period in this 
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country prepared only for past hazards 
always to find themselves in fresh diffi- 
culties in following depressions. 

In spite of this, he feels that America 
has a tradition of security which has 
been developing from the time of the 
Continental currency which he says was 
one of the worst systems the world ever 
saw, through the “wildcat banking” of 
the West, up to the “sugar-coated crisis 
of 1933.” These events which played 
such a large part in the economic his- 
tory of the United States each had the 
peculiar distinction of being bad as 
far as finance and banking went, but, 
perhaps, good for the country in the 
long run. The Continental currency 
financed the Revolution, the wildcat 
banks helped to open up the West and 
since the 1933 crisis every change intro- 
duced in the banking system has been 
directed toward the correction of a 
danger which the banking holiday 


showed was imminent. 


Law IN Its APPLICATION TO BUSINESS. 
By William H. Schrampfer. New 
York: Farrar & Rinehart. 1941. Pp. 
928. $4. 


THis book is concerned with the funda- 
mental principles of law which form 
the foundation of business practices and 
which serve as the guides to business 
relationships. The text material pre- 
sents legal principles in their relation- 
ship to business problems and practices. 
In many instances this relationship is 
emphasized by illustrations which apply 
the principles to factual situations. The 
quotations drawn from court decisions 
explain the rule of law under considera- 
tion, illustrate its application. or reveal 
the reasons underlying the rule. 

The text material is supplemented by 
modern illustrative cases which help the 
reader to visualize and to appreciate the 
application of legal principles to factual 
situations. These cases, which have been 
carefully selected and edited, are not 
unduly long or involved in their factual 
aspects. They have been edited to elimi- 
nate superfluous material but they re- 
tain the character and personality of the 
case, as well as the continuity of the 
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The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 

Commercial courses for advanced stu- 
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or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 
630 Fifth Ave. 

International Bldg., Rockefeller Center 
Brookiyn 66 Court Street 
BALTIMORE ....Baltimore Life Building 
140 Newbury St. 

Rand Building 

30 North Michigan Avenue 
Leader Building 

David Whitney Building 


Cuicaco 
CLEVELAND .. 


PHILADELPHIA . 

PITTSBURGH Grant Building 
San FRANCISCO ..............:0000 209 Post Street 
WasuincrTown......Hill Bldg., 17th & Eye Sts. 


reasoning of the court. Whenever pos- 


sible, cases have been employed which 
illustrate business techniques and prac- 
tices. 


Business ORGANIZATION AND PUBLIC 
ConTrROL. By Charles S. Tippetts and 
Shaw Livermore. New York:. Van 
Nostrand. 1941. Pp. 710. $4. 


Tuis is the second edition of this book 
which was first published in 1932. 
Events in the United States since the ap- 
pearance of the first edition have made 
necessary a complete revision. While 
written as a text for students of eco- 
nomics the thoughtful banker and busi- 
ness man will find much of value in this 
book, especially the parts devoted to a 
study of public control of business. 
The following chapter headings will 
give an idea of the general scope of 
the book: The proprietorship; the part- 
nership; the unincorporated association ; 
the corporation; the holding company; 
the life history of a corporation; the 
Massachusetts or business trust; the 
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public corporation; codperative organ- 
izations; trade associations and cartels; 
the combination movement; causes of 
the combination movement and some 
typical trusts; the law governing com- 
binations; the results of the combination 
movement; future public policy toward 
combination; the scope of public con- 
trol; the administrative process; the 
Federal Trade Commission; the path 
ahead. 


THe OtTHeR America. By Lawrence 
Griswold. New York: Putnam’s. 
1941. Pp. 360. $3. 


THERE have been many travel books 
concerned with the different countries 
of the southern continent, and many 
hooks discussing various phases of sec- 
tional and economic political problems, 
but never an authoritative and compre- 
hensible portraiture of South America’s 
eleven independent nations. This book 
is just that. 

It is considerably more than a statis- 
tical survey—it is an historical, social, 
industrial, economic and political expo- 
sition of every separate country in South 
America. Travel conditions are consid- 
ered as well as the problems of health, 
exploration, languages and other prac- 
tical considerations concerning this last 
great frontier. 

As impressive as are the research and 
marshalling of facts, even more striking 
is the insight Mr. Griswold exhibits in 
his analysis of the historic, economic. 
and social factors which determine the 
course of events in these countries. 

Mr. Griswold, who is a Fellow of the 
American Geographical Society, has de- 
voted many years to a scientific study 
of every part of South America, as well 
as to extensive research in existing 
source material. 


My New Orper. By Adolf Hitler. 
Edited by Raoul de Roussy de Sales. 
Introduction by Raymond Gram 
Swing. New York: Reynal & Hitch- 
cock. 1941. Pp. 1008. $1.89. 


Tuts book is a collection of Hitler’s 
speeches set in a running commentary 
and is thus a sequel to Mein Kampf. As 
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Raymond Gram Swing says in his intro- 
duction, “Mein Kampf rates as a writ- 
ten work, indeed a Hitler’s only written 
work, but it is not prose but rhetoric, 
and his speeches follow upon it logic- 
ally as of the same fabric.” 

The work begins with Hitler’s rise to 
power beginning in 1918 and it is the 
publishers purpose to keep future edi- 
tions up to date by adding to them fur- 
ther speeches and comments so that the 
reader may follow Hitler’s progress in 
the establishment of his New Order, or 
register its failure. 

Each chapter is preceded by an ex- 
planatory comment intended to bring 
out the salient aspect of each particular 
phase, and, furthermore, a running 
chronology of world events places each 
speech against its proper background. 

Most speeches are followed by com- 
ments from the world press to give an 
idea of the reaction of public opinion 
at the time. In the early phases quo- 
tations from liberal German newspapers 
have been selected, in order to show the 
frequent similarity between the attitude 
of the German opposition to Hitler 
while he rose to power and that of the 
outside world later on. 


AMERICA PREPARES FOR ToMorRROW. By 
William Dow Boutwell and associates. 
New York: Harper & Bros. 1941. 
Pp. 612. $3.50. 


AUTHORITATIVE and factual, arising di- 
rectly out of the critical position in 
which the United States finds itself to- 
day, this book comes as a godsend to 
anyone eager for a clear, orderly ac- 
count of all aspects of our National 
Defense Program. Containing a wealth 
of information about our resources, both 
human and material, it offers a broad, 
over-all view of the ways in which they 
are being utilized in a supreme pre- 
paredness and participation effort. No 
other volume has even attempted to tell 
this story—or to answer such questions 
as: 
Which of the innumerable bureaus, 
agencies and commissions carry which 
ball? How are they integrated? Is 
this M-Day or is it something else? 
What is the difference between the Coun- 
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cil of National Defense and the National 
Defense Advisory Commission? What is 
the OPM and how does it function? 
What actually do the Army and Navy 
hope to achieve? Is the American de- 
fense effort a jerry-built rampart or do 
the activities for which Congress has 
already appropriated billions fall into 
an orderly plan? What is the relation 
between the old-line governmental agen- 
cies and defense agencies? 

An appendix contains the important 
documents which form the basis of the 
American defense program, and a bib- 
liography of the literature of the de- 
fense program. 


CHALLENGE TO Kart Marx. By John 
Kenneth Turner. New York: Reynal 
& Hitchcock. 1941. Pp. 455. $3.50. 


Tuis is a forceful, clearly written analy- 
sis of Marx and the Marxists which 
strikes out lustily to the right and left. 
Today the shadow of Karl Marx looms 
over the whole world. Never more than 
now has there been such impelling rea- 
son to be aware of the nature and in- 
fluence of the Marxian tradition. Mr. 
Turner presents to the modern layman 
a clear picture of what Marx really said 
and meant, and shows how much of the 
colossal Marx tradition is real, how 
much is myth. 

The author concludes that neither 
Marx nor anyone else has discovered 
any final determining law of the trend 
of history; that for men to accept any 
such law is in effect spiritual enslave- 
ment, and that the world is what will 
to make it. 

“The choice open to us now,” says 
the author, “is not one between com- 
plete democracy and no democracy. It 
is between more democracy and less de- 
mocracy, and there the great human 
issue of all time is joined. There is 
good ground for saying that the imme- 
diate question is whether we shall be 
able to muster enough democracy to 
save us from disaster. In the long 
struggle between sense and nonsense in 
public affairs nonsense has gained the 
great victories. If the tables are to be 
turned, there will have to be a fresh im- 
pulse such as at the moment is not in 
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sight. It may depend upon whether a 
relatively few men and women of vision 
and courage can make up their minds to 
launch a great educational crusade 
against an adulterated and corrupted 
democracy and on behalf of the genuine 
article.” 


Frvancinc DEFENSE OrperRs. By Lynn 
L. Bollinger. New York: McGraw- 
Hill. 1941. Pp. 172. $2.50. 


Tuts study is a timely one and of inter- 
est to the business-man, the banker and 
the government official. When large 
orders for defense materials are obtained 
by the small manufacturer, serious 
financial problems are presented. If 
working capital is small and lines of 
credit are limited, where and how can 
the manufacturer obtain the necessary 
funds? These are actual problems that 
arise and are covered in this volume. 

Mr. Bollinger, a member of the staff 
of the Harvard Graduate School of 
Business Administration, explains how 
working capital requirements of defense 
industry are being handled by the com- 
mercial banks. Government advance 
payments are also discussed, as are the 
positions of the Federal Reserve banks 
and the Reconstruction Finance Corpo- 
ration in the program of financial as- 
sistance. 

The author offers some suggestions 
for solving defense financing problems. 
These are based upon a realistic study 
of specific difficulties and procedures 
that are encountered in typical situa- 
tions. The recommendations include: 
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banking books? 
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(1) Arranging for financing, by manu- 
facturers, prior to the signing of de- 
fense contracts; (2) consulting with the 
Defense Contract Service or the RFC if 
bank credit is unavailable; (3) con- 
sultation, by the banker, with his Fed- 
eral Reserve bank or his large city 
correspondent specializing in difficult 
defense loans, if he is unable to de- 
cide upon policy; (4) recognizing the 
advantages of the Uniform Trust Re- 
ceipts Act; (5) simplifying and liberal- 
izing, by the Government, of contract 
terms. 

Mr. Bollinger believes that an “all 
out” defense program will increase 
financial risk and will necessitate direct 
Government loans or Government in- 
surance of special defense loans. 


BOOKLETS 


How Can I Herr. Hawley Publishing Com- 

pany, Redding Ridge, Conn. Pp. 48. 25c. 
Tuis booklet is the anonymous work of a 
typical American family consisting of 
father, son and daughter. It tells from 
the viewpoint of each member of the family 
group what can be done to aid and pro- 
mote national defense. An idea of the 
scope of this booklet may be had from 
the following list of topical heads: Fortify- 
ing patriotism; getting the mind prepared; 
toughening the body; promoting youth or- 
ganizations; developing spiritual power; 
organizing the home town; unmasking 
the fifth column; understanding attacks on 
Jews; spotting propaganda regarding Ne- 
groes; aiding sound labor relations; check- 
ing unfair abuse of business; preparing 
youth for propaganda attacks; making 
America’s enemies our whipping boy; propa- 
ganda defense for the home town; working 
with foreign language groups; co-operating 
with Latin America; helping legislators; 
getting ready for M-Day; crystallizing our 
creed. 


Guws, Pranes anp Your Pocxersoox. By 
Rolf Nugent. New York: Public Affairs 
Committee, 30 Rockefeller Plaza. 1941 
Pp. 32. 10c. 

Tue next six months will probbaly see the 
turning point in the defense program as 
it affects the average citizen and his pocket- 
book. For the past year Americans have 
had both “guns” and “butter.” We are now 
facing a period of necessary sacrifices, and 
we must choose the nature of those sac- 
rifices. This booklet tells what sacrifices 
will have to be made for defense. 
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Australian War Financing 


By James A. M. ELDER 


Chairman, Board of Directors, National Bank of Australasia, Limited 


HE costs of war are real, and have 
to be paid for today. We cannot 
escape, as some would have us try, 
by passing the cost to posterity. War 
demands that effort normally devoted to 
the production of the necessities and 
comforts of life shall be diverted to the 
production of the enormous material 
required by the fighting forces. Con- 
sequently, and of necessity, there must 
be fewer comforts for us and our 
families, and therein lies the cost of 
the war to the individual. Obviously, 
this cost cannot be postponed, as the 
transfer of effort from civil comforts 
to war production must be made today. 
So, also, must the sacrifice. 
One of the most important means by 
which this sacrifice is made is the trans- 
ference of money in the hands of the 


individual, usually devoted to personal 
needs, to the Government to meet the 
costs of war. That is the machinery of 
it. It is not a matter of money itself 
being a practical fighting instrument. 
Money is the motive power in the giant 
machine for producing fighting instru- 


ments. If that power flows either too 
slowly or too freely, ie. if there be 
too little or too much money in circu- 
lation, the machine will not function. 


*‘I vehemently oppose that 
element of thought which would 
have us believe that the prob- 
lems of our war economy can be 
solved by a greater and still 
greater expansion of credit, or, 
in other words, by the creation 
of more and more money. This 
thought is obviously based on 
the premises that the war effort 
is‘more a matter of credit and 
money than toil and sweat.’’ 


Maintenance of a sufficient flow presents 
no difficulties. It is the danger of the 
flow of power becoming excessive and 
throwing the machine out of gear, even 
breaking it down, that Australia has to 
guard against with the utmost vigilance, 


Danger of Inflation 


I readily acknowledge that the times 
demand liberal thought in the matter of 
finance, and I further. acknowledge that 
the present change-over in our economy 
can be assisted in certain circumstances 
by the judicious use of additional credit. 
But I vehemently oppose that element 
of thought which would have us believe 
that the problems of our war economy 
can be solved by a greater and still 
greater expansion of credit, or, in other 
words, by the creation of more and 
more money. This thought is obviously 
based on the premises that the war effort 
is more a matter of credit and money 
than toil and sweat. An ever-increasing 
quantity of credit or money beyond that 
necessary for the working of the econ-” 
omy assuredly will bring about one of 
the greatest of all tragedies that can 
befall any country—uncontrolled infla- 
tion of the currency. Many well-mean- 
ing, but ill-informed amateurs, doubt- 
less quite unwittingly, would have us 
head in this dangerous direction. I 
would remind them this is the very road 
our arch-enemy would have us travel. 
He has had the experience of the tragedy 
of inflation, and knows full well that, 
if it can be brought about in our own 
country, our war effort, instead of grow- 
ing, will collapse. We must indeed keep © 
ever-vigilant watch against all such at 
tacks on our credit system, which if 
unchecked can so seriously damage, 
maybe beyond repair, the great wat 
production machine which is essential 
to our very existence. 
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CCORDING to an announcement 
just released, John M. Nichols, 
president and owner of controlling 

stock in the First National Bank of 
Englewood, Chicago, IIl., will close the 
§2-year old bank as soon as possible, 
writing finis on his banking feud with 
the New Deal which began in 1933 when 
he came to the conclusion that it would 
no longer be safe for a man to be cus- 
todian of other people’s money as long 
as Roosevelt policies were in force. 

Accordingly eight years ago he had 
put his institution into 100 per cent 
liquidity by investing solely in $2,800,- 
000 U. S. Treasury gold bonds, refusing 
to make any loans or take any new 
deposit accounts while also keeping 
about 50 per cent of deposits in cash 
and actual currency deposited in the 
safe deposit vaults of Loop banks. 

As long as the $2,800,000 Treasury 
33s were outstanding, and paying in- 
terest regularly, the First National paid 
interest on deposits, made a profit. But 
the bonds became callable in 1941, and 
called they were. Mr. Nichols took the 
cash and notified his depositors that he 
Was stopping interest on savings, and 
they could get their money whenever 
they wanted it. Previously he had put 
them on notice that he reserved the 
right to pay off in Government bonds 
as well as cash, and had given away 
pencils to holders of small accounts who 
would withdraw. 


Deposits Down 


At the 1940 year-end when the call of 
the bank’s chief earning asset, its $2,- 
800,000 334s was announced, Mr. 
Nichols said that he was not clear as to 
his future policy, that he might continue 
the bank as a “glorified currency ex- 


How to Get Out of the Banking 
Business 


The American Banker 
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change” or quit doing business. But 
he kept encouraging his depositors to 
withdraw their accounts, and by June 30, 
they had cut his liabilities to them from 
$5,338,576 on Dec. 31, 1940, to $770,- 
140 on June 30. 

He now reveals that most of the 
$770,000 had also been withdrawn, mak- 
ing this revelation in a letter headed 
“Statement of Condition at the Close of 
Business August 20, 1941,” which he 
also released to the press. The state- 
ment showed deposits off to $39,000 and 
the letter urged withdrawal of this 
money as soon as possible. 

“Anyone can get into the banking 
business,” he commented in his letter. 
“The trick is to get out.” 

What he will do when he gets out he 
is undecided. For one thing, he thinks 
he might like to continue to keep in- 
active the national bank charter under 
which his father as founder and he as 
his successor have conducted the bank- 
ing business of the First National Bank 
in the community of Englewood, for 52 
years. He owns 1,220 shares of the 
bank’s stock. He and a few of his asso- 
ciates expect to keep busy managing 


*‘Confronted as we are today 
with the spectacle of a nation be- 
trayed by its own officials, a 
people divided as never before, 
not even in Civil War days, and 
on all sides resorting to nature’s 


first law of self-preservation, I 
do not care to continue as the 


custodian of other people’s 
money,’’ writes John M. Nichols 
in a letter recently released to 
his depositors. 






the bank building and the real estate 
mortgages in which about a quarter of 
the bank’s $1,000,000 capital is invested. 
Mr. Nichols himself likes fishing and 
golf. 


Carried Bank Through Runs 
Mr. Nichols’ feud with the New Deal 


has had various aspects. His psychol 
ogy of individualism in action goes back 
to 1931 and 1932, when in three suc- 
cessive pressure periods on Chicago 
banking scores of little banks found 
themselves run down into an unliquid 
condition and then closed by the au- 
thorities, while big downtown banks 
which got into difficulties, such as the 
Foreman and National Bank of the Re- 
public, were rescued by mergers, or by 
RFC loans. Mr. Nichols and his asso- 
ciates saw deposits run down from $6,- 
852,000 in 1928 to $3,714,000 in 1932, 
and he countered with publication of his 
bank’s statements in full-page space, 
showing a list of every asset owned, to 
prove its stability. 

The New Deal’s economic policy of 
“reflation” and currency depreciation 
infuriated him as a mere postponement 


of the economic troubles of the country. 
He challenged the right of the Tempo- 
rary Federal Deposit Insurance Corpo- 
ration on its right to force him to put 
up “Insured” signs at his tellers’ win- 


dows. He did not do so until the per- 
manent FDIC was enacted. Then he 
used the requirement that his 100 per 
cent liquid institution publish “Member 
of the Federal Deposit Insurance Cor- 
poration” on its statement as a basis 
for added side remarks not at all favor- 
able to the Administration, and finally 
in recent statements has contented him- 
self by including as a line in his state- 
ment of assets, “Member of Federal De- 
posit Insurance Corp.—O,” the “O” be- 
ing in the dollars and cents column and 
indicating “Zero.” 

Last election he again tiffed with the 
Washington authorities over the ques- 
tion of corporation participation in 
politics, when he inserted a paid adver- 
tisement in Chicago papers, along with 
his statement, saying that he and every 
director of the bank were going to vote 


for Wendell Willkie “In a Last Stand 
for Democracy.” 

His mid-year statement showed capi- 
tal funds totaling $1,018,500. Capital 
was $200,000, surplus $600,000 and un- 
divided profits $218,500, with the bank’s 
building, furniture and fixtures valued. 
at $10, the Englewood Safe Deposit 
Company at $1.00 and $24,000 stock in 
the Federal Reserve Bank of Chicago 
valued at “10c.” 


Makes Statement in Letter 


Mr. Nichols said he wanted to be “on 
the sidelines while the country is going 
through the worst financial wringer in 
its history.” 

“Whether or not we step out of the 
picture completely, wreck the building 
and make a cash distribution to our 
stockholders of better than $500 a share 
will of course depend upon coming 
events,” his statement said. “Certainly 
with a capital structure of over $1,000,- 
000 and a building entirely written off 
we sit in an enviable position to re- 
enter the banking business when, as and 
if financial and political conditions war- 
rant it. 

“Confronted as we are today with the 
spectacle of a nation betrayed by its own 
officials, a people divided as never be- 
fore, not even in Civil War days, and 
on all sides a resorting to nature’s first 
law of self-preservation, I do not care 
to continue as the custodian of other 
people’s money.” 


® 
“GHOST” REVIVED FOR DEFENSE 


A stast furnace built in 1903 and idle 
since 1929 will shortly be impressed into 
service by the Tennessee Coal, Iron and 
Railroad Company to produce 325 tons 
daily of foundry iron urgently needed 
for national defense. 


® 
80 CENTURY-OLD COMPANIES 


THE number of United States business 
firms that are 100 or more years old is” 
estimated at 80 by the Security Insur- 
ance Company, which itself recently 
reached the century mark in longevity. 
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Merchandising 


BANK SERVICES 


By G. W. McSwEENEY 
Sales Manager, DeLuxe Check Printers, Inc., Chicago, Ill. 


HE i940’s find banking thinking 

in terms of aggressive public rela- 

tions. We are thinking in terms 
of selling. We are even using such 
words as salesmanship, sales minded- 
ness, sales staff—right out loud. That’s 
new. Perhaps we have shied away from 
these words too long. In any event, 
careful and intelligent sales planning is 
now becoming an accepted part of bank 
management and I predict that when 
bankers have studied their sales prob- 
lems in the same intensive manner as 
they have other phases of their business, 
they will become just as expert in the 
art of merchandising as any industrial 
group. As an outside observer, I can’t 
help but compare banking’s problems 
with those of industry, to notice the 
similarity of banking changes with the 
changes of industry, and further, to feel 
that the same corrective measures 
which have solved and are solving in- 
dustry’s problems will also help solve 
those of banking. Let’s take a few sim- 
ple examples from industry’s experi- 
ence record in merchandising and see 
how closely they conform to those of 
banking. 

Suppose we manufactured radios. As 
long as we marketed them through dis- 
tributors—perhaps fifty in the entire 
country—we could perhaps sell our out- 
put with a couple of salesmen. If we 
decided to go direct to the dealers we 
might need two hundred. If we went 
direct to the consumer, and wanted to 
maintain our unit volume, we might 
need a couple of thousand. The point 
is that the first thing we think of when 
making the change from wholesale to 
retail distribution is securing a larger 
sales staff. The mark-up we formerly 


allowed to distributors goes to pay our 
increased sales expense and we don’t 
fool ourselves by believing that we can 
pass this on to the customer because we 
know we are going to need it. 


Swing to Small Sales 


In the case of banks, wholesale trans- 
actions have become scarce. The loan- 
ing officer who used to put $100,000 to 
work before lunch, in days gone by, 
now has the problem of splitting it up 
into five hundred loans of $200 each. 
Obviously he needs a larger staff to 
handle the work. We formerly hired 
money at 3 per cent and rented it at 
6 per cent—a mark-up of 100 per cent. 


*‘Try to sell that part of your 
service that the prospect can use 
right now. Perhaps he is going 
to buy a new car in the fall. 
Maybe he will need an FHA loan 
in the spring. But what does 
he need now? Sell him that and 
get him coming into the bank 

. . expose him to the influence 
of your institution and you’ll 
have less trouble selling him 
that loan when he needs it,’’ 
suggests Mr. McSweeney in the 
accompanying portion of his 
address before the 1941 Wiscon- 
sin Conference on Banking, 
held under auspices of the Wis- 
consin Bankers Association, the 
Wisconsin Banking Commission, 
and the School of Commerce of 
the University of Wisconsin. 
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We now hire it at 1 per cent and rent 
it at 2 per cent, still a mark-up of 100 
per cent—but on the same amount of 
money the reduction in dollar revenue 
is 66 2/3 per cent and we can’t handle 
even wholesale business on that basis. 
So, we need more salesmen to close 
more deals. We need the spread pro- 
vided by retail loans to pay for higher 
acquisition costs. And, like industry, 
we don’t fool ourselves by believing we 
can pass it on to the customer in the 
form of unreasonably reduced interest 
rates because we are going to need it. 

Is this swing towards small financial 
transaction something temporary or is 
it here to stay? Frankly, I don’t know. 
Good interest rates may return next year 
—or in ten years—or they may never 
come back. Wholesale transactions may 
dominate the picture in the near future, 
but it takes a lot of wishful thinking to 
convince ourselves that such will be the 
case. No, it looks very much as though 
the small unit sale is going to control 
the situation for a long time to come 
and that the greater portion of our in- 
come will be derived from more com- 
plete community service. 


Must Recognize Change 


Admittedly, it is harder to get busi- 
ness from a lot of people. Especially it 
is hard to handle a large number of 


small sales. But this type of business 
is much sweeter when we get it and, just 
as in industry we strive for a healthy, 
far-flung distribution of our sales dol- 
lar, so, I believe banking will be hap- 
pier when it has completely blanketed 
its normal market and made its full fa- 
cilities available to all people of good 
character. One thing is certain, we 
can’t move our banks to Wall Street. 
We are set in the community and if 
dollars are scarce we have to attune 
ourselves to nickels and dimes. The 
people we serve never have and never 
will maintain compensating balances. 
They never have and never will require 
large loans. And yet they constitute 
our natural, permanent market. The 
reason I emphasize this is because I 
believe recognition of this change has, 
until recently, been lacking. Once 
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recognition is won, we won’t look upon 
the condition as something temporary, 
Until we recognize it and until we teel 
that we really want this small business 
then our merchandising program will 
lack the punch it needs. 

In order to build these larger sales 
staffs we have to develop more sales- 
conscious people in banks. Ultimately, 
we won't have any trouble at all in se- 
curing an effective sales organization 
from the 285,000 bank employes but to 
form the nucleus of such an organiza- 
tion we have to find out who are sales- 
minded, and around them build our 
program. Sales-minded people are rare 
and if you have even one such person 
in your bank you are fortunate indeed, 
because he is the most important ele- 
ment of your merchandising program. 
He can be the spark plug of your sales 
machine. He can refuel it—and it needs 
refueling constantly if it is to function 
because no sales plan can be successful 
without sustained effort. He can be of 
immeasurable value in training your 
personnel and teaching them to trans- 
late things into sales values. To you 
senior officers, upon whose shoulders 
rests the burden of policy decisions, I 
say give this chap a chance. Work with 
him, help him to quicken the sales 
tempo of your institution and, if he has 
good ideas—don’t let them die. 


Breaking Sales Resistance 


Try to sell that part of your service 
that the prospect can use right now, 
Perhaps he is going to buy a new car 
in the fall. Maybe he will need an 
FHA loan in the spring. But what does 
he need now? Sell him that and get 
him coming into the bank. If you were 
selling overcoats and could contrive to 
make me walk through your store every 
week you'd probably break down my 
resistance in the course of a couple of 
years and the chances are I’d buy the 
coat from you. It’s just the same with 
banks. Get the customer using some 
part of your services and expose him 
to the influence of your institution and 
you’ll have less trouble selling him that 
loan when he needs it. 

Our problem at this stage is not 80 
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much what to say to customers as it is 
getting to them. Now, that sounds so 
elementary when you say it. Obviously, 
we have to make the contact before we 
can deliver the sales talk but it is sur- 
prising how many contacts we don’t 
make because we spend so much time 
getting organized. We feel that every- 
thing should be so carefully prepared 
before we start and, as a consequence, 
we just start and, as a consequence, 
to properly emphasize that because it is 
the greatest weakness in selling. Thou- 
sands and thousands of good salesmen 
fall by the wayside every year because 
they can’t get going. 

That’s why we do our utmost to con- 
vince our representatives that they 
should walk up to the first buyer at nine 
in the morning. Once they break the 
ice they are off to a flying start. The 
same thing is true of an industrial or- 
ganization or bank. See the prospect. 
His needs, his demands and especially 
his complaints will put us on our toes 
and build up our sales presentation 
quicker and better than all the scien- 
tific planning in the world. Our great 
need right now is not so much how to 
comb the market but recognizing the 
need for combing it. Not so much how 
to place our story before the prospect 
but how to place ourselves before him. 
Our native intelligence and our knowl- 
edge of our product will do the actual 
selling. 


Maintain Sustained Effort 


And there is one more basic thing to 
keep before us all the time. This mer- 
chandising program is a long pull 


proposition. It is a program that we 
have to build with our own people be- 
cause we can’t buy it all prepared and 
ready to go from anyone else. Our 
success with it depends on our ability 
to maintain sustained effort year after 
year and not upon our ability to put 
over “flash-in-the-pan” campaigns. The 
product we have to sell is the best in 
the world. It is priced right. More 
people need it than ever before and, 
because there are only half as many 
banks as there were twenty years ago, 


we have a real job before us if we are 
to properly serve that extra twenty-five 
million people. If we can do this sell- 
ing job as well as we have our other 
tasks, banking’s structure will be 
stronger than ever. 


© 
PRIVATE PUMP PRIMING 


LATELY signs like this appeared on the 
windows of a number of Washington, 
D. C., loan agencies: 

“Auto tag loans—total cost $1. 
need not be paid for.” 

In some of these auto license loans 
the borrower has four months to pay 
his $10 to $15. Tires may be purchased 
at one shop for nothing down and 
twenty weeks to pay—prices $2.50 and 
up. 
Washington is the boom town of the 
ages. By any test—construction, pay 
rolls, kilowatt consumption, anything— 
it is most prosperous. It has, according 
to the Department of Commerce, three 
times the per capita income of the rest 
of the nation. Yet, with all this, its 
citizens have to borrow at loan shops 
in order to procure their automobile li- 
censes. Perhaps we have been wrong 
for ten years. Perhaps it is not con- 
structidn, or a new industry like the 
automobile, or laws or parity payments 
or spending, or relief, that brings finan- 
cial security to the individual. Perhaps 
there is an ingredient overlooked—the 
character of the human animal.—Na- 
tion’s Business. 


Car 


© 
BOBBIE PINS VS. SCIENCE 


It is Phyllis’s opinion that science is a 
sheer waste of time. She has a black 
bobbie pin with which she seems able 
to pick locks . . . and make all sorts of 
repairs around the house. ... I in- 
variably know the theory behind them 
and could be extremely helpful if 
listened to, but she places more faith in 
the bobbie pin.—Jack Alan in the cur- 
rent Rotarian magazine. 
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Why I Believe in Savings Bank 
Life Insurance 


By Rosert F. Nuttinc 
President, Cambridgeport Savings Bank, Cambridge, Mass. 


IFE insurance is but a method of 

saving. When mutual savings 

banks make it available over the 
counter definite benefits accrue to both 
buyers and the banks. 

Just five years ago I left a Boston 
bank to become the executive head of 
the Cambridgeport Savings Bank, then 
an institution of $24,000,000 assets and 
35,000 savings accounts, and a thriving 
life insurance department, with assets of 
$1,500,000 and 8,200 policies outstand- 
ing. 

Naturally, upon my arrival my first 
action was to analyze the condition of 
the bank. The savings department pre- 
sented nothing particularly new, but I 
must confess that I approached the in- 
surance department with considerable 
apprehension. Bookkeeping terminology 
was somewhat different, but the main 
thing which baffled me was the fact that 
these outstanding policies amounted to 
$8,700,000 of insurance and the state- 
ment showed assets of only $1,500,000. 

A little study soon reassured me on 
that point, however. I found that the 
liability of the life insurance business 
is measured by reserve required by law. 
the amount of which is based upon 
interest accumulation tables and ex- 
pected future death losses measured by 
an antiquated mortality table which 
provides a substantial margin for epi- 
‘demics and emergencies. The reserve 
liability of the insurance department is 
similar to the deposit liability in a sav- 
ings department. While there is no pos- 
sibility that all policy-holders wil! die 
at the same time, a considerable number 
might want the cash values of their 
policies. It is most gratifying to find 
that our life insurance department had 
a surplus fund of aproximately 10 per 
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cent over and above the potential de- 
mand for cash values, as well as a steady 
flow of new premiums considerably in 
excess of current expenditures. Fur- 
thermore the department was growing 
rapidly, and was attracting many young 
wage-earners and their families into our 
bank. I found that this particular serv. 
ice was the source of much good-will 
among employers and _personnel-men, 
social workers and civic-minded indi- 
viduals, as well as a growing number 
of policy buyers. And I was impressed 
with the fact that the employes in the 
insurance department were all extremely 
enthusiastic about this service and very 
much interested in the work of their de- 
partment. My previous attitude of doubt 
and indifference began to melt into one 
of real interest. 


Attracts New Business 


During the past five years, my con- 
version has become complete. Not only 
is our savings bank life insurance de- 
partment rendering a real worthwhile 
thrift service to the people of the coun- 
try by making life insurance available 
at a very low cost, but it is attracting 
and holding a peculiarly persistent type 
of saver to our institution. Let me il- 
lustrate. 

Since our life insurance department 
was established on November 1, 1924, 
we have issued over 18,000 policies. 
About 14,000 or 76 per cent are still 
on our books. 

Now let’s look at the record of our 
savings department. During that same 
16-year period, we opened almost 92,000 
new accounts. Almost 68,000 or three: 
quarters of them have since been closed. 

In other words, we still have three 
quarters of the life insurance policies 
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on our books but only one-quarter of 
the savings accounts. And many of our 
savings accounts are used frequently and 
have negligible balances, whereas most 
of our life insurance policyholders are 
paying premiums regularly and have 
steadily increasing cash equities. 

Taking a shorter period of time, I 
fnd that during the past seven years, 
our insurance department has issued 
about 10,000 policies, and that about 
89 per cent are still in force. On the 
other hand, our savings department has 
retained only 47 per cent of the total 
number of savings accounts opened up 
during the past seven years and many 
of them are inactive. 

But aside from the advantages which 
Savings Bank Life Insurance has to 
savings banks, our banks are doing a 
real service when they provide life in- 
surance protection at a lower cost than 
can be obtained elsewhere. 

It is self-evident that most people can- 
not afford all the things which they 
need and at the same time maintain a 
comfortable standard of living. If the 
cost of life insurance can be reduced, 
then it means that a part of the pay 
check is left to buy other things—or 
perhaps to pay off some back interest 
and taxes, or personal loans. 

Life insurance today is accepted by a 
large majority of the people of this 
country as one of the prime necessities 
for which a part of every week’s pay 
should be set aside. Some people have 
to be sold this needed protection; others 
are perfectly willing, or can be edu- 
cated, to buy life insurance over the 
counter without solicitation by commis- 
sioned agents. We feel that our mutual 
savings banks are rendering a needed 
public service, in accord with the very 
purposes for which they were originally 
created, by encouraging thrifty persons 
to voluntarily apply for life insurance 
and to deposit premiums over the 
counter. 

It is a well-known fact that in early 
days in Massachusetts, the mutual sav- 
mgs banks were definitely not interested 
in issuing or selling life insurance. They 
opposed the original bill in the legis- 
lature; most of them refused to sponsor 
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the service for a long time after the 
bill was passed. 

Support for the measure came from 
its founder, Louis D. Brandeis, then a 
crusading Boston lawyer, labor leaders, 
a few large and important employers, 
numerous civic and religious leaders, 
and others primarily interested in it be- 
cause they saw a remedy to the high 
cost and questionable practices of the 
life insurance companies as disclosed 
by an investigation by a New York leg- 
islative committee in 1906. 

Although the Savings Bank Life In- 
surance law was passed in 1907, it was 
a year before any bank established an 
insurance department. It was the Whit- 
man Savings Bank, then with savings 
deposits of only a million dollars, 
closely followed in the same year by the 
People’s Savings Bank of Brockton, with 
assets of $2,500,000. In 1912, two rela- 
tively small banks in Pittsfield, one with 
assets of $2,400,000; the other with as- 
sets of $6,000,000, came in and then for 
ten more years no other banks estab- 
lished insurance departments. 


Accepted Part of Mutual Service 


Savings bank life insurance in Massa- 
chusetts is now an accepted part of our 
mutual saving bank service. As might 
be suspected, some of the savings bank- 
ers originally most skeptical are today 
its best boosters. The insurancé depart- 





‘*Not only is our savings bank 
life insurance department ren- 
dering a worthwhile thrift serv- 
ice to the people of the country 
by making life insurance avail- 
able at very low cost, but it is 
attracting and holding a pe- 
culiarly persistent type of saver 
to our imstitution,’’ says Mr. 
Nutting in the accompanying 
article which is based on a re- 
cent speech to the Maine Sav- 
ings Bank Association. The au- 
thor is president of the Massa- 
chusetts Savings Bank Life 
Insurance Council. 











“Aside from the material 
benefit of savings bank life in- 
surance to policy buyers and to 
our banks, it has another phase 
which fascinates both policy 
holder and bankers. From the 
buyers’ side, they seem to get 
real satisfaction out of telling 
their friends that savings bank 
life insurance is cheaper and 
better than other insurance, and 
this continuous boosting by a 
widening group of friendly 
policy holders is a source of good 
will to our banks.’’ 


ments of the 29 savings insurance banks 
have more than $205,000,000 insurance 
in force, with combined assets of about 
$40,000,000. 

Many of our insurance departments 
are already quite sizable, and are grow- 
ing rapidly. One insurance department 
has assets of 5 million dollars, nine have 
assets of more than 2 million, and 13 
have assets of over 1 million. To fur- 
ther emphasize its growth, let me point 
out that the first issuing bank in Massa- 
chusetts, the Whitman Savings Bank 
now has assets over $5,500,000 in its 
life insurance department which makes 
that individual department larger than 
71 out of the 191 mutual savings banks 
in our state, and still further, it is 
larger than 173 out of the 184 Massa- 
chusetts codperative banks. These in- 
surance departments are paying all di- 
rect expenses and sharing in the general 
overhead of the bank, such as rent and 
officers’ salaries. Savings Bank Life 
Insurance is no longer a sideline with 
our banks. It is the fastest growing 
activity with promising future possi- 
bilities. 

In the early years—in fact, until 
rather recently, our Savings Insurance 
Banks looked upon Savings Bank Life 
Insurance as something of an orphan, 
and the management and promotion of 
the system was left pretty much to the 
state and to a voluntary organization of 
important citizens interested in Savings 
Bank Life Insurance known as the Sav- 
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ings Bank Life Insurance League. It 
seems fair to say that had it not been 
for the state activity in connection with 
the protection, promotion, and actual 
administration of Savings Bank Life In- 
surance, it would have died an early 
death. But that day has gone by, and 
our Savings-Insurance banks are now 
willingly and aggressively assuming an 
increasing amount of responsibility for 
the direction and promotion of the 
system. 

We now have an association of our 
29 Savings-Insurance banks called the 
Savings Bank Life Insurance Council, 
of which I have the honor of serving as 
president. This council which has a 
full-time executive secretary, acts as me 
dium through which the general] policies 
affecting the system as a whole are es- 
tablished, and serves as a clearing house 
for information of interest to both issu- 
ing and agency banks. It also handles 
the advertising for the system. 


In Massachusetts, our state still re- 
tains an active part in the affairs of 
Savings Bank Life Insurance. At the 
head of the system is a board of unpaid 
trustees appointed by the Governor 
which is responsible for the Division of 
Savings Bank Life Insurance—a_ sepa- 
rate department in our State Govern- 
ment, in which the actuarial, medical 
and general administrative activities are 
conducted. These trustees appoint 4 
State Actuary, a State Medical Director, 
and a Deputy Commissioner who is the 
administrative officer in charge. Their 
assistants and clerical staff must be se 
lected from certified Civil Service lists. 
While the officials and activities of the 
State Division of Savings Bank Life In- 
surance are entirely independent from 
the Savings-Insurance Banks, all ex 
penses of the Division including salaries, } 
etc., are assessed upon the banks of the 
state. The state now makes no financial 
contribution to Savings Bank Life In- 
surance in any form or manner. 

The New York and Connecticut Sav- 
ings Bank Life Insurance systems differ 
somewhat from our Massachusetts set 
up with the state eliminated entirely 
from any administrative réle; although 
of course it exercises supervision over 
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its affairs as it does over any other life 
insurance organization. 

A limit of $3,000 insurance per in- 
dividual is also in force in those states, 
whereas in Massachusetts, it is possible 
for any person to purchase up to $25,- 
000 Savings Bank Life Insurance al- 
though as a matter of fact, 90 per cent 
of our policy holders are insured for 
$3,000 or less. 

The systems in all states are basically 
the same with a central actuarial and 
medical staff serving all banks, with the 
individual banks responsible for the is- 
suing of the contracts and for the in- 
vestment of funds. In each case, the 
banks issue all regular forms of policies 
in amounts from $250 up. 

We find that life insurance offered 
over the counter has a double appeal 
to the public. The elimination of sales 
commission not only reduces costs but 
it permits our savings bank employes 
to give impartial advice about the 
proper kind of protection to fit indi- 
vidual needs without any incentive to 
overload the buyer with more than he 
wants or can afford to buy. 


New Term Policy 


A new decreasing term insurance 
policy has just been brought out in both 
Massachusetts and New York which is 
specifically designed to appeal to mort- 
gagors. This policy starts out with a 
face value of $1,000 and automatically 
decreases $50 yearly for 20 years. The 
cost of this ‘reducing protection is fairly 
low and being term insurance there are 
no cash or loan values. We stress the 
fact that a homeowner who amortizes 
his mortgage ends up with a paid-up 
home rather than a paid-up policy. 

As is obvious, this automatic. reduc- 
tion of $50 yearly does not follow any 
direct reduction mortgage plan, but our 
savings banks haven’t adopted any uni- 
form rate of interest or rate of amortiza- 
tion so that no one plan could apply. As 
a matter of fact, we don’t think it im- 
portant that the entire unpaid balance 
of the mortgage be covered. Any in- 
surance payable at the death of the 
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mortgagor increases the widow’s equity, 
lowers her carrying charges, and re- 
duces the possibility of foreclosure by 
the bank. Since the premiums at the 
younger ages are quite low, we think 
both mortgagors and our banks will 
be attracted to this new type of policy. 

Aside from the material benefit of 
Savings Bank Life Insurance to policy 
buyers and to our banks, it has another 
phase which fascinates both policy 
holder and bankers. 

From the buyers’ side, they seem to 
get real satisfaction out of telling their 
friends that Savings Bank Life Insur- 
ance is cheaper and better than other 
insurance, and this continuous boosting 
by a widening group of friendly policy- 
holders is a source of much good-will 
to our banks. 

As for savings bankers, it is one serv- 
ice which we can say that our com- 
petitors can’t equal let alone excel. And 
the fact that the life insurance agents 
are aggressively promoting their own 
wares, lends a zest to the business which 
is stimulating and interesting. 

It seems to me that we are a part 
of a transition period during which the 
savings banks of today are emerging as 
the Savings-Insurance banks of tomor- 
row. The mutual savings banks have 
had a wonderful past. They are serving 
an important and useful function in the 
present.. But in my humble opinion, 
Justice Brandeis made possible even a 
more useful and exciting future for our 
institutions as custodian of the people’s 
savings by the addition of life insurance 
benefits. 
© 


FIGHTING WITH RUBBER 


More than 75 tons of rubber are used 
in the makeup of a 35,000-ton battle- 
ship, and a 28-ton medium-size tank 
uses about 1,750 pounds, according to 
the B. F. Goodrich Company, which 
further adds that in the manufacture of 
combat airplanes, more than fifty dif- 
ferent articles of natural and synthetic 
rubber are used, including bullet-sealing 
fuel tanks, tires and de-icers. 


Cutting Down Consumer Credit 


By .Rotr NucENT 
Director, Department of Consumer Credit Studies, Russell Sage Foundation 


EN the limits of our productive 
capacity have been reached, the 
choice between guns and butter 

becomes absolute. A further growth in 
armament production can be had only 
by sacrificing production of goods for 
everyday use. Under these circum- 
stances, reduced consumption cannot be 
avoided. This can be accomplished by 
raising taxes and by increasing savings, 
or it will occur through rising prices. 
But one of the most painless ways is by 
cutting down instalment selling and 
other forms of consumer credit. 

To the extent that consumers could be 
persuaded to use part of their incomes 
for the repayment of debts, the demand 
for goods would be reduced and funds 
would be shifted to the financial mar- 
kets where they would be available to 
the Federal Government. The effects of 
limiting consumer credit are, therefore, 
similar to those of an increase in sav- 
ings. In fact since consumers may 
save just as effectively by repaying their 
debts as by putting money in the bank 
or buying defense bonds, restriction of 
consumer credit may be looked upon as 
a form of compulsory savings. 

Huge sums are involved. At the close 
of 1940, the total amount of consumer 
credit—including balances owed to re- 
tail merchants, to sales finance com- 
panies and other enterprises that buy 
instalment contracts from retail dealers, 
to cash lending agencies, such as credit 
unions, industrial banking companies, 
personal loan departments of banks, and 
personal finance companies, and to 
those who sell services an credit— 
amounted to about $9,200,000,000. By 
June, 1941, the total probably reached 
$9,800,000,000. About half of this sum 
is made up of instalment contracts aris- 
ing directly out of sales of goods and 
services. About 30 per cent is charge 
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account credits. The remainder con- 
sists of cash loans, most of which are 
payable in instalments. 


Instalment Sales 


If and when it becomes desirable to 
cut down the demand for goods and 
services generally, this could be accom- 
plished by a tightening of the condi- 
tions under which credit is available to 
consumers. The method of increasing 
down-payment and instalment-payment 
requirements, previously suggested as a 
means of reducing demand for goods 
that compete with defense weapons, 
could be applied to all instalment sales 
contracts, and the limitation of the 
period of payment could be applied to 
instalment loans as well. This would 
cut down the number and amount of 
new credit commitments and increase 
the speed with which they were repaid. 
Because repayments would be made 
faster than new credits would be given, 
instalment credit would be paid off 
rapidly. 


Charge Accounts 


In addition, charge account credit 
could be curtailed. Most ‘such credit 
is given with the understanding that ac- 
counts will be paid in full promptly 
after the purchaser’s next payday or 
after the first of the following month. 
But fear of losing customers to more 
easygoing competitors has kept many 
stores from enforcing these require- 
ments. Because some customers 
their accounts run for long periods and 
others make partial payments on ac- 
count, the average charge account item 
runs about two and a half months be- 
fore it is paid. The outstanding amount 
of such credit could, therefore, be cut 
promptly and substantially by taxing 
those who are behind in their payments 


THE BANKERS MAGAZINE for September, 1941 











or by denying further credit as long as 
a previous account remains unpaid. 
The total consumer debt could prob- 
ably be cut down by as much as $1,- 
000,000,000 within two months or by 
$3,000,000,000 within a year, without 
serious hardship and without using dis- 
tasteful methods of compulsion. These 
sums are small as compared with the 
amounts which will be spent for de- 
fense or raised in taxes during 1942. 


-But they may be of great strategic im- 


portance. When the limits of our pro- 
ductive capacity have been reached, it 
doesn’t take much to start an inflation. 
The ability to curtail demand promptly 
by cutting down consumer credit may 
mean the difference between relatively 
stable prices and an upward spiral. 

On the other hand, if consumer credit 
is not restricted, it is likely to become 
in itself one of the most dangerous in- 
flationary forces as full employment is 
approached. The ease with which re- 
tail credit can be got encourages specu- 
lative buying. The minute consumers 
hecome generally fearful of rising 
prices, we can expect a buying splurge 
financed largely by an expansion of con- 
sumer credit. 

The best thing about the control of 
consumer credit as a weapon against 
inflation is its flexibility.. If the power 
to tighten instalment credit terms and 
to restrict charge account credit were 
given to the Federal Reserve Board, 
which is certainly the best equipped of 
all government agencies to- administer 
such controls, the degree of restraint 
could be adjusted to the need for such 
action. It would be impossible to pre- 
dict accurately the effect of a given 
change in instalment credit terms or in 
the conditions under which charge ac- 
count credit could be extended. But 
restrictions could be applied gradually 
until the necessary reduction had been 
accomplished. 

Control of consumer credit is not a 
permanent substitute for other means of 
cutting down private consumption. Each 
step gradually loses its effectiveness. So 
it is necessary to adopt stricter and 
stricter regulations in order to produce 






THE BANKERS MAGAZINE for September, 1941 





‘‘When the limits of our pro- 


ductive capacity have been 


reached, the choice between guns 
and butter becomes absolute. A 
further growth in armament 
production can be had only by 
sacrificing production of goods 
for everyday use,’? writes Mr. 


Nugent in the attached article 
which is an extract from his re- 
cently published pamphlet en- 
titled ‘‘Guns, Planes, and Your 
Pocketbook.’’ It is published. by 
the Public Affairs Committee, 
Inc., 30 Rockefeller Plaza, New 
York. 





a continuous curtailment of consump- 
tion. Taxes and forced savings will also 
help hold down buying power. But 
control of consumer credit works more 
quickly and can be adjusted more ac- 
curately than these more powerful but 
clumsier weapons. 


© 
BARON ROTHSCHILD’S MAXIMS 


BaRON ROTHSCHILD is said to have dis- 
played on his desk the following homely 
maxims to which he himself rigidly ad- 
hered = 

Carefully examine every detail of 
your business. 

Be prompt in everything. 

Take time to consider but decide posi- 
tively. 

Dare to go forward. 

Bear trouble patiently. 

Be brave in the struggle of life. 

Never tell business lies. 

Never appear something more than 
you are. 

Pay your debts promptly. 

Shun strong liquor. 

Employ your time well. 

Do not reckon on chance. 

Never be discouraged. 

Be polite to everybody. 

Hats off to the past. Coats off to the 
future. 


Program for A.B. A. Convention 


HE 5,000 bankers that are expected 

to be at the convention in Chicago 

the end of this month will find a 
program of unusual interest has been 
arranged for them. 

Henry W. Morgenthau, Secretary of 
the Treasury, Senator Tom Connally of 
Texas, chairman of the United: States 
Senate Committee on Foreign Relations, 
and Brigadier General Leonard P. 
Ayres, Director and Coérdinator of War 
Department Statistics, are among the 
speakers who will address this year’s 
convention of the American Bankers 
Association to be held September 29 to 
October 2. 

The four-day convention will be char- 
acterized by two principal themes: 
“Hemispheric Solidarity,’ and “Na- 
tional Defense Financing.” The program 
will consist of two general sessions, the 
annual meetings of the four divisions 
of the association, and a series of round 
table conferences. 


State Bank Division 


A feature will be the celebration of 
the twenty-fifth anniversary of the for- 
mation of the association’s State Bank 
Division at the Division’s annual meet- 
ing on Monday morning, September 29. 
A special program has been arranged 
in the nature of a review of the progress 
of chartered banking made during the 
twenty-five years of the Division’s life. 
Addresses will be delivered by Harry 
A. Bryant, president of the State Bank 
Division, who is president of the Par- 
sons Commercial Bank, Parsons, 
Kansas; Deane W. Malott, Chancellor 
of the University of Kansas; A. L. M. 
Wiggins, president of the Bank of Harts- 
ville, S. C., who is chairman of the 
A. B. A. Committee on Federal Legis- 
lation; and William S. Elliott, past 
president of the State Bank Division 
. and president of the Bank of Canton at 
Canton, Georgia. Mr. Wiggins will 


present the past presidents of the Divi- © 


sion and Mr. Elliott will speak on “A 
Quarter Century of Progress.” 


National Bank Division 


The National Bank Division’s annual 
meeting on Monday afternoon, Septem- 
ber 29, will be addressed by the Divi- 
sion’s president, Andrew Price, presi- 
dent of the National Bank of Commerce, 
Seattle, Washington; Dr. Lionel D. Edie, 
economist, who will speak on “Bank 
Investments Under War Conditions’; 
and Fred L. O’Hair, . president: of the 
Central National Bank, Greencastle, In- 
diana. 

Savings Division 

The Savings Division will have its 
annual meeting on Monday morning, 
September 29. Addresses will be de- 
livered by Roy R. Marquardt, president 
of the Division, who is vice-president 
of the First National Bank in Chicago; 
and Dr. Marcus Nadler, professor of 
finance at New York University, who 
is also research director of the Institute 
of International Finance in New York. 


Trust Division 


The Trust Division meeting, under the 
chairmanship of its president, Carl W. 
Fenninger, vice-president of the Provi- 
dent Trust Company, Philadelphia, will 
be held Monday afternoon, September 
29 and will be addressed by W. W. 
Hinshaw, Jr., president of the Corpo- 
rate Fiduciaries Association of Chicago. 
The meeting will feature a panel dis- 
cussion on bank management and the 
trust business which will be participated 
in by Gwilym A. Price, president of 
the Peoples-Pittsburg Trust Company, 
Pittsburgh, Pennsylvania; Frederick A. 
Carroll, vice-president of the National 
Shawmut Bank, Boston; Louis S. Head- 
ley, vice-president of the First Trust 
Company, St. Paul, Minnesota; John W. 
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Remington, vice-president and _ trust 
officer of the Lincoln-Alliance Bank and 
Trust Company, Rochester, N. Y.; and 
Arthur F, Young, vice-president and 
trust officer, National City Bank, Cleve- 
land, Ohio. 

In each of these division meetings 
there will be reports of committees and 
other business and the election and in- 
stallation of new officers for the year 
1941-42. 


State Secretaries Section 


Secretaries of State Bankers Associa- 
tion will hold their annual meeting at 
the convention on Monday afternoon, 
September 29, and will hear addresses 
by James C. Scarboro, secretary of the 
Colorado Bankers Association; Haynes 
McFadden, secretary of the Georgia 
Bankers Association; Lauder Hodges, 
executive manager of the California 
Bankers Association; William Duncan, 
Jr., secretary of the Minnesota Bankers 
Association; Edwrad A. Wayne, secre- 
tary of the North Carolina Bankers As- 
sociation; Charles F. Zimmerman, secre- 
tary of the Pennsylvania Bankers Asso- 
ciation; and A. L. M. Wiggins, who 
will speak on Federal legislation. 


Round Tables 


On Monday, September 29, a round 
table conference on public relations will 
be held under the chairmanship of 
Frank M. Totton, second vice-president 
of the Chase National Bank, New York 
City. Addresses will be given by Rob- 
ert W. Sparks, vice-president of the 
Bowery Savings Bank, New York City 
and associate field director of the U. S. 
Treasury’s Defense Savings Staff, whose 
topic will be “Mobilizing Money,” and 
Samuel N. Pickard, president of the 
National Manufacturers Bank, Neenah, 
Wisconsin, chairman of the A. B. A.’s 
Public Relations Council, whose topic 
is “Mobilizing Public Opinion.” George 
R. Boyles, president, Merchants Na- 
tional Bank, Chicago; Ernest L. Pearce, 
executive vice-president, Union National 
Bank, Marquette, Michigan; and Wil- 
liam Powers, director of customer rela: 
tions, American Bankers Association, 
will participate in a panel discussion 
on “Mobilizing Information.” 
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P. D, HOUSTON 
President, American Bankers Associa- 
tion and chairman of board, Ameri- 
can National Bank, Nashville, Tenn. 


This round table conference will also 
feature public relations technique 
demonstrations by members of the 
Chicago Chapter of the American In- 
stitute of Banking, educational section 
of the A. B. A. Cash prizes of $50, 
$30 and $20 will be awarded to the 
winning participants in this phase of 
the round table. 

A bank management round table con- 
ference will be held on Tuesday, Sep- 
tember 30, at which the public relations 
aspects of consumer credit will be. dis- 
cussed by John Burgess, vice-president 
of the Northwestern National Bank and 
Trust Company, Minneapolis, Minne- 
sota. “Real Estate Holdings in the 
Emergency” will be discussed by Dr. 
Ernest M. Fisher, A. B. A. Director of 
Research in Real Estate and Mortgage 
Finance. A panel discussion on sim- 
plification of bank operating procedure 
will follow these addresses. Participants 
in the panel will be Darrel G. Ensign, . 
assistant cashier, Commonwealth Bank, 
Detroit; William J. Kinnamon,. cashier 
of the Hunterdon County National Bank, 
Flemington, New Jersey; and J. M. | 
Sorensen, executive vice-president, Ste- 
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The 
Federal Reserve Bank 
of Boston 


By 
JosEPH H. TAGGART 


ERE for the first time in book 
form is a complete treatise on 
the history, economic background, 
organization and operation of the 
Federal Reserve Bank of Boston. 
It is one of a series of investiga- 
tions into various phases of bank- 
ing history undertaken by the 
faculty and graduates of Columbia 
University. 


The author, who is on the fac- 
ulty of the University of Kansas, 


is a native of Massachusetts. Be- 
sides a careful study of all of the 
available data, he has supplemented 
his research with personal inter- 
views with officials of the Federal 
Reserve Bank and Boston bankers. 


The book contains 75 tables and 
15 charts. The price is $5 deliv- 
ered. Examine a copy on 5 days’ 
approval. 


Price $5 delivered. 


BANKBRS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 
Please send me on approval a copy of 
“The Federal Reserve Bank of Boston” 
by Joseph H. Taggart. At the end of 
5 days I will either remit $5 or return 
the: book. 


phens National Bank, Fremont, Ne- 
braska. ~ 

On Wednesday, October 1, there will 
be a round table conference on Défense 
Financing, under the chairmanship. of 
J. Harvie Wilkinson, Jr., chairman of 
the Association’s National Défense 
Loans Committee and vice-president of 
the State-Planters Bank and Trust Com- 
pany, Richmond, Virginia. Speakers on 
this round table program include Ben- 
jamin E. Young, vice-president of the 
National Bank of Detroit, Detroit, 
Michigan; Mark A. Brown, vice-presi- 
dent, Harris Trust and Savings Bank, 
Chicago; and Philip A. Benson, presi- 
dent of the Dime Savings Bank of 
Brooklyn, New York. Mr. Young will 
speak on “The Social Effects of Defense 
Financing”; Mr. Brown will discuss 
“Defense Loans”; and: Mr. Benson will 
talk on “Defense Savings Bonds.” 

The fourth round table conference 
will be held on Thursday, October 2, 
on Current Economic Problems. Dr. 
Paul F. Cadman, economist of the 
American Bankers Association, will pre- 
side. Albert William Atwood of Wash- 
ington, D. C., writer on business and 
financial topics; Earl B. Schwullst, first 
vice-president of the Bowery Savings 
Bank, New York City; and Dr. Lionel 
D. Edie, of New York City, will take 
part in the round table discussion. 

Headquarters for the convention will 
be the Stevens Hotel. 


© 
MORE THRIFT NEEDED 


AT the moment our national income is 
steadily rising. The wage earner must 
be urged to lay aside part of his earn- 
ings to take care of his needs in the 
post-war depression. Easy credit has 
proved to be a serious deterrent to thrift. 
Instalment buying in particular has fre- 
quently led the wage earner to mortgage 
his future earnings to purchase luxuries 
which he neither needed nor could af- 
ford. This method of consumer financ- 
ing has become so widely adopted that 
it seems no longer fashionable to pay 
for what we buy when we buy it.— 
Walter H. Tietjen, Bowery Savings 
Bank, New York City. 
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HE President, in his message asking 
Congress for legislation to enforce 
price administration rulings, re- 

peatedly referred to inflationary price 
advances. However, there was no refer- 
ence anywhere in the message to the 
distinction between inflationary and non- 
inflationary methods of financing the 
expenditures that exceed the Govern- 
ment’s revenue. If the President was 
aware of the process by which budgetary 
deficits in 1917-1918 were financed so 
that inflationary purchasing media were 
created by the commercial banks, he 
ignored this most important aspect of 
the inflation problem. Nevertheless, he 
wisely asserted, “We face inflation, un- 
less we act decisively and without 
delay.” 

The President also said, “Today we 
stand, as we did in the closing months 
of 1915, at the beginning of an upward 
sweep of the whole price structure. 
Then, too, we enjoyed relative stability 
in prices for almost a year and a half 
after the outbreak of war abroad. In 
October, 1915, however, prices turned 
sharply upward. By April, 1917, the 
wholesale price index had jumped 63 
per cent; by June, 1917, 74 per cent, 
and by June, 1920, it was nearly 140 
per cent over the October, 1915, 
mark, . . . 

“In 1915 the upward price movement 
proceeded unchecked, so that when regu- 
lation was finally begun it was already 


SURVEY 


Condensations from Magazines, Reviews, 
Reports, Bulletins, Radio Discussions, 
Advisory Services, Newspapers, etc. 


PRICE CONTROL PLANS 


Weekly Bulletin, American Institute for Economic Research, Cambridge, Mass. 








too late. Now we have an opportunity 
to act before disastrous inflation is upon 
us. The choice is ours to make; but 
we must act speedily.” 

By early July, 1941, the Bureau of 
Labor Statistics’ combined index of com- 
modity prices had advanced 17.5 per 
cent from the 1939 level, whereas it had 
increased only 5 per cent from the 1913 
average by the end of 1915. There is 
real danger that we are already well 
beyond the late 1915 conditions, and it 
begins to be doubtful whether “The 
choice is ours to make.” Certainly, we 
shall have no choice if we persist in 
blundering attempts to deal with effects 
while ignoring the underlying causes. 

The political rather than economic 
character of the message is emphasized 
by the significant omission of recom- 
mendations essential to a successful 
price-control program. For example, 
there is no recommendation for the cur- 
tailment of non-defense expenditures 
although the President acknowledged 
the danger of increasing the public 
debt. He urged organized labor to re- 
frain from demanding general wage in- 
creases in the defense industries, but 
there was no reference to farm prices. 
He pointed out that “In the past 60 days 
wholesale prices have risen more than 
five times as fast as during the preced- 
ing period since the outbreak of the 
war abroad,” but he failed to explain 
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that the increase was primarily concen- 
trated in prices of foods and other farm 
products and that it was clearly trace- 
able in large part to the Government’s 
farm policy. 

If Congress limits its action to the en- 
actment of authority to establish price 
ceilings, there will be no reason to ex- 
pect successful control of commodity 
prices to follow. On the contrary, there 
is one important conclusion that can be 
drawn from all attempts to control 


prices during periods of inflation. It is 
that commodity prices will reflect de- 
basement of the coinage, devaluation, 
and inflation, eventually, regardless of 
the edicts of kings, the enactments of 
legislative bodies, and the most strin- 
gent penalties. Presumably, even the 
New Deal will stop short of drawing 
and quartering business men in order 
to enforce its price decrees, but even 
that method has been tried elsewhere in 
the past, without success. 


FOR A DIRECT TAX ON ALL INCOMES 


New York Times 


HE American Institute of Account- 

ants has recommended to the Senate 

Finance Committee that “all per- 
sonal exemptions be eliminated and that 
the normal income tax be withheld at 
the source on all payments to indi- 
viduals, partnerships and trusts of 
salaries, wages, dividends, interest and 
other fixed or determinable income.” 

Walter A. M. Cooper, chairman of 
the institute’s Committee on Taxation, 
testified that the recommendation was 
made for the following reasons: 

“1. The original reason for including 
in the income statute a personal or de- 
pendent exemption has disappeared. 

“2. Our defense is being developed 
to protect the right of every one to 
live and to earn any income whatsoever 
and there is no reason why every person 
in the United States should not con- 


tribute a share of that burden, propor- 
tionate to the amount of income, if any. 

“3. The imposition of tax on all in- 
comes without exemption would tend to 
prevent inflation of prices and probably 
would be more helpful in accomplish- 
ing the desired result in that respect 
than anything heretofore suggested. 

“4. The collection at the source will 
not involve administrative complications 
but, to the contrary, will make the 
problems of collection simpler than it 
is today with a limited exemption; and 
the objection to the reduction of exemp- 
tions because it would not produce 
enough additional revenue to justify the 
administrative cost of collection, will 
disappear. 

“5. Such elimination of exemption 
would produce a very substantial. 
amount of revenue.” 


WAR POLICY BOARD NEEDED 
Fortune Magazine, New York City 


FPXHE year through which the U. S. 
has passed since the fall of France 
cannot be said to be wasted but it 

has been fumbled. 

So far we have done precisely what 
everyone assured his neighbor we could 
_ not conceivably do again: repeat all the 
errors of 1917-18. Upon these we have 
piled a repetition of the blunders made 
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by the British in the beginning of their 
war effort in 1939-40. 

Production has stayed considerably 
below the original schedules—and when- 
ever one schedule is torn up and an 
other adopted the quotas ultimately 
planned increase but at the same time 
the quotas for the more immediate 
months are scaled down. Nor could a 
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complete reform of our ways tomorrow 
bring us in 1942 what we hope for and 
so desperately need. 


Who, or what, is at fault? The vari- 
ous civilian agencies set up by the 
President have as their sole purpose the 
gearing together of the armed forces of 
the U. S. with the country’s vast indus- 
trial capacity and industrial potential. 
But most of these agencies are gearing 
their two engines together very badly 
indeed. And the major responsibility 
for this state of affairs rests squarely on 
the doorstep of the President of the 
U. S., whose failure to establish a truly 
forceful high War Policy Board is the 
major scandal of the war effort. 


It is not to be said that the inepti- 
tude of. America’s war effort is to be 
laid at the door only of political Wash- 
ington, no matter how immediately the 
cause of our present troubles may lie 
there. Industry as well as OPM faces 
a colossal problem of finding its direc- 
tions in the war economy. 


If ever a nation stood upon the thres- 
hold of a trial by fire, this nation now 
stands there, its ideals challenged by a 
monstrous foe. Mr. Roosevelt will not 
conquer that foe with speeches. Con- 
gress will not conquer it with vast ap- 
propriations of dollars. Only a group 
of dedicated and devoted men, ranging 
from America’s general economic man- 
agement on down into the rank and file 
of the factories and the armed forces, 
will conquer it. 

Where are the leaders for the total 
effort to come from? They are not with 
us yet. The greatest crisis in America, 
as in England, is the crisis in leader- 
ship; for whatever reason, the men 
capable of saving America either have 
not appeared or have not been called 
forth into the public service. 

Yet no law more formidable than the 
law of probability indicates that they 
must be among us. That Germany with 
its 66,000,000 population is able to find 
the requisite leaders, and that America 
with its 132,000,000 is not able, is on 
the face of it a sheer perversion of 
mathematics. 

One basic fault in the war effort is 
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that not enough Americans have yet 
been asked to do things for their coun- 
try, to perform for it any of the patriotic 
acts that the vast majority are anxious 
to perform. 


There is one simple and galvanic act 
by which the President could indicate 
to the nation his true determination that 
it and he are as one. He could, on the 
one hand, as Commander-in-Chief, as- 
sume completer and completer control 
of the U. S. military, political, and eco- 
nomic war against Germany. On the 
other hand, he is not at home in the 
realm of industry and production. 

Let him therefore make the sharpest 
distinction in his own mind between 
these spheres. In becoming commander 
of the nation’s military, political, and 
economic warfare, let him at the same 
time delegate, with fullest confidence to 
an associate he trusts, complete author- 
ity for the management problems that 
have to do with the production of the 
goods to make his efforts effective. 

This man, who would understand the 
full nature and import of the industrial 
U. S., would be, manifestly, the Chair- 
man of the high Policy Board whose 
non-existence at present so hobbles our 
efforts. Were this man once chosen, 
then it seems most highly probable that 
the other men America needs for its war 
effort, and who must exist in the Day- 
tons, the Akrons, the South Bends of 
the. land, would at last begin to come 
forth. 

The absolute necessity for such a 
board resides in the nature of both the 
U.S. army and U. S. industry. Because 
the army has no very clear idea of what 
it may be called upon to do, it can 
scarcely be expected to convey a vision 
to industry that will result in a perfect 
collaboration. 

Moreover, in many respects, particu- 
larly in ordnance, the army has no con- 
ception of the nature, abilities, or limi- 
tations of mass production. Neverthe- 
less the army insists on acting as if it 
had. Lacking the mandates of a policy 
board, the army has called upon indus- 
try too much for mere production, too 
little for the technical advice and guid- 
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ance that it should have. Industry, for 
its part, is frequently confused or ir- 
ritated at the army as a customer. 

But if the U. S. army doesn’t know 
what it should about mass production, 
it is equally true that U. S. industry 
doesn’t know beans about modern war. 
The magnificent plant of the U. S. is 
geared to the demands of peace, and the 
possible necessity for its conversion to 
the demands of war never entered the 
heads of those men of good will who 
toiled to build it up. 

And since it is a common belief in 
the high places of Washington—and un- 
happily only too logical a belief—that 
this thing called “the emergency” is to 
last for five or perhaps ten years, the 
necessity for a board to guide the deci- 
sions of industry is evident. 

Not until it is appointed and func- 
tioning will the “business-as-usual” 
psychology really die. Not until then 
is the U. S. likely to accept—as it must 
—the amount of ruthless dislocation in 


the alteration of our flow of goods; not 
until then will the resistance of many 
industrialists to expansion because of 
fears of “post-war reconstruction prob- 
lems” really subside. 

All these matters, psychological and 
material, stand at present squarely in 
the path of the U. S. war effort. The 
country has not really faced its future; 
if the President has, his deeds do not 
yet reflect it. 

When some further emergency forces 
the President of the United States to act 
as seriously as he talks, and to establish 
a War Policy Board whose only func- 
tion is to checkmate the might of Hit- 
ler’s Germany with every resource of 
brain, heart, and hand that America 
possesses, we may then possibly see the 
true emergence of American technology 
and get for ourselves some glimmering 
not only of how we are to win our 
gigantic battle but what we shall do with 
the fruits of peace and plenty which it 
will finally bring us. 


FINANCIAL CHANGES SINCE THE WAR 


The Guaranty Survey 


N the field of finance as well as of 
industry, the war period has brought 
important changes, although here 

likewise the effects experienced thus far 
appear small in comparison with those 
that are likely to appear in the future. 
During the greater part of the war 
period to date, the large-scale movement 
of gold to this country continued at an 
undiminished rate, adding further to 
the huge deposits and swollen excess 
reserves of American banks. Since the 
beginning of this year, however, the 
gold flow, while continuing in the same 
direction, has been on a comparatively 
small scale. Even before the diminu- 
tion of the gold movement, the banks 
began to feel the effects of swiftly ex- 
panding demand for business credit, due 


to the requirements of the defense pro- ' 


gram and of increasing industrial out- 
put and commercial transactions in gen- 
. eral. This rise in business loans has 
been accompanied by further expansion 
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in the banks’ holdings of Treasury ob- 
ligations, a natural result of the Gov- 
ernment’s emergency financial needs. 
These changes have caused an irregular 


decline in excess reserves since last 
October and have reduced these reserves 
to the lowest level since December, 1939. 

An outstanding factor in the outlook 
for the banks is the prospect of a 
further large rise in holdings of Gov- 
ernment securities. An effort is being 
made to encourage the buying of Treas- 
ury obligations by individual investors; 
but, while this effort has met with some 
success, the results thus far indicate that 
the bulk of the Government’s deficit 
must be financed through credit expan- 
sion. This outlook implies a further 
rise in bank deposits. 

An effort is also being made to meet 
as large a proportion as possible of the 
Government’s needs by means of taxa 
tion. Taxes were increased promptly 
at the start of the rearmament program; 
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a further large rise is pending, and Gov- 
ernment officials are now recommend- 
ing additional increases in the form of 
lower individual income-tax exemptions 
and higher ‘social security taxes. The 
readiness with which: the people are 
accepting the prospect of unprecedented 
tax levels is an encouraging indication 
of the general recognition that burden- 
some taxation offers the only alterna- 
tive to the grave financial disorders that 
military emergencies commonly entail. 

It is doubtful, however, whether the 
country is yet fully awake to the im- 
plications of an unlimited national 


emergency. There is still a disposition 
in some quarters to regard the defense 
program not as a common task that 
must be accomplished by unanimous 
effort and sacrifice but as an opportu- 
nity to promote the interests of certain 
groups at public expense. As long,as 
this attitude persists, not only will an 
equitable sharing of costs be rendered 
impossible, but rearmament itself will 
be impeded and its broad economic con- 
sequences immeasurably aggravated, to 
the lasting hurt of the self-seeking 
groups, along with the rest of the com- 
munity. 


HOW TO WRITE YOUR LEGISLATORS 


Michigan Bankers Association, Lansing, Michigan 


HEN the legislature passes a law 

relating to business, you as a busi- 

ness man know pretty well what 
the effect of that law will be. 

But experience has shown that mem- 
bers of the legislature do not always 
Know how and why their legislative acts 
will affect business unless businessmen 
write and tell them. 

Your views are always welcome, for 
the men who stay in the legislature the 
longest are those who read and heed 
their constituents’ letters. But there’s 
a right way to write effectively to your 
legislators. May we offer these sug- 
gestions: 

Spell your legislator’s name correctly. 
Make sure whether he is a Senator or 
Representative. State concisely what 
you think and why—the briefer, the 
better. Be sure of your facts. Cite 
specific illustrations, whenever possible, 
as to effects proposed legislation would 
have on your business and your 
workers. Write on your business sta- 
tionery; sign your name plainly; type 
it under the signature. Send a letter 
tather than a telegram when time per- 
mits. Seize every opportunity to become 
personally acquainted with your legis- 
lators. 

DON’T threaten political reprisals; 
write in a captious or belligerent mood; 
remind your legislator of broken prom- 


ises; attempt to speak for anybody but 
yourself; insert newspaper clippings or 
mimeograph material; send a chain let- 
ter or postcard; quote from form let- 
ters; write only when you want a favor; 
try to make an errand boy out of your 
legislator; or become a chronic letter 
writer. 
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VITAL INTERESTS AT STAKE 


THE tragic events since 1939 have 
brought a gradual realization that our 
vital interests are at stake, that, whether 
we like it or not, it is impossible to re- 
main aloof and indifferent to the march 
of oppression and tyranny, that Amer- 
ica’s destiny is bound up with the rest 
of the world. Gradually it is becoming 
clear that a nation’s responsibility is 
commensurate with its place of power, 
and that to shirk that responsibility may 
lead to consequences more serious than 
the risk of war itself. The imagination 
of the people has been stirred by the 
possibilities of the spread of aggression 
and anarchy to the Western Hemisphere, 
and there is increasing realization of the 
threat to our way of life inherent in the 
success of those forces that are bent on 
destroying democracy in the world.— 
Oliver C. Carmichael to the Graduate 
School of Banking. 
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VIEWS 


Recent Speeches Given Before National, 
Regional or State Groups — Digested 


or Excerpted for Your Convenience .. . 


A PROGRAM TO PREVENT INFLATION 


_ By Marriner S. Eccies 
Chairman, Board of Governors of the Federal Reserve System 


must prevent inflationary price 
developments, such as have caused 
economic havoc in every war and 
are potentially as destructive as war it- 
self. When we talk of saving our sys- 
tem we mean saving a going concern, an 
economic system that functions to pro- 
duce the greatest good for the greatest 
number. 

We propose to save it not only from 
the threat of foreign domination but 
also from the dangers of internal dis- 
integration through shortsighted policies 
and half-hearted protective measures. If 
we will do whatever is needful, even 
though we may have to abandon for 
the time being some of our cherished 
economic freedom, we shall bequeath to 
posterity a country that is strong and 
sound, an economic system that has vin- 
dicated itself. 

At present our problem is not one of 
guns OR butter. In our case it is more 
nearly a question of guns versus more 
automobiles, refrigerators, and other 
durable goods, the purchase of which 
we must defer at this time in the inter- 
ests of rearmament. And the extent to 
which we can avoid sacrifice depends 
upon our ability to increase production 
in those fields where the greatest short- 
ages exist. 

It is, as so often in matters of public 
policy, a question of alternatives. Dras- 
tic, unpalatable, as high taxes and other 


functional mechanisms may be, they are 
infinitely preferable to the virtual dic- 
tatorship of prices, the enforced savings, 
the ration cards, complicated priorities, 
and all the other compulsions and in- 
terferences necessitated by more direct 
measures. These are going to be diff- 
cult enough to administer in the military 
sector of the economy, where they are 
essential to rearmament, without extend- 
ing them to all consumers’ goods. 

The sacrifices must come from the 
more fortunate groups, those who can 
get along with fewer automobiles and 
other goods needed for defense but not 
essential for civilian well-being. In 
other words, restriction of consumer de- 
mand should start at the top and work 
down rather than start at the bottom 
and work up. 

The power to tax is the most funda- 
mental means of doing this. It is the 
most effective as well as the most equita- 
ble of all the broad functional powers 
at the command of the government. The 
tax system should be designed to recap- 
ture for the government a large part 
of the defense expenditures and, so far 
as possible, to reduce consumer demand 
for goods where the supply is inade- 
quate, 

To accomplish this aim we shall have 
to rely mainly upon four types of taxa- 
tion: (1) corporation income and 
excess-profits taxes; (2) greatly in- 
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creased normal and steeply graduated 
surtaxes on individual incomes; (3) 
high excise taxes on durable consumers’ 
goods; and (4) inheritance and gift 
taxes. 

Indiscriminate sales taxes on all pur- 
chases are inappropriate and_ in- 
equitable. Such taxes fall heaviest on 
those with the least ability to pay—those 
who spend their entire income on neces- 
sities. They are indiscriminate, not 
selective. They would strike needlessly 
at consumption of food and other neces- 
sities that we can produce without im- 
pinging on defense. 

The sale of government securities. to 
the public, other than commercial 
banks, will have the same effect on buy- 
ing power as taxation in absorbing 
funds that otherwise might go to the 
market place. Furthermore, purchasers 
of such securities have the advantage of 
storing up buying power—in effect of 
deferring demand—until such time as 
our productive machinery can revert 
from defense to civilian production. 

While the policy of tapping existing 
funds and avoiding creation of new 
funds in the banking system is in the 
right direction the continued existence 
of the redundant volume of excess re- 
serves remains a constant invitation to 
the banks to put these idle reserves into 
government bonds or to lend them in 
every other possible way. 

Accordingly, a protective measure 
that needs to be invoked is the granting 
to the Reserve System of adequate au- 
thority to deal with excess reserves when 







SMALL BUSINESS FACES EMERGENCY 


necessary, as a safeguard against in- 
flation. 

The subject of consumer credit is an- 
other field of great importance in which 
restraints need to be applied. As a 
check to curtail demand for consumer 
durable goods, selective credit controls 
may need to be invoked applying to all 
types of instalment credit. 

One of the most important functional 
mechanisms that should be used as a 
stabilizing factor on the economy at all 
times is that of unemployment and old- 
age payroll taxes. This is the time 
when rates should be substanitally in- 
creased and made to cover a much larger 
percentage of the population so that 
larger benefits may be provided later 
on when they will be most needed as 
an off-set to a post-defense decline. 

In a depression these taxes are a 
drag on recovery, as they were in 1937, 
1938, and 1939, because they took much 
more purchasing power out of pay en- 
velopes than was paid out in benefits. 
In a defense boom, however, they are 
ideally adapted, and preferable to en- 
forced savings plans such as have been 
resorted to in Great Britain, as a means 
of diminishing buying power. 

The above measures constitute the 
basis for a broad, integrated fiscal and 
credit policy. How much further must 
we go in the way of direct controls? I 
believe that that depends to a large ex- 
tent on how seriously we take the policy 
as outlined.—From an article in Fortune 
Magazine. 


By Henry H. Hermann 
Executive Manager, National Association of Credit Men 


LTHOUGH the road of the smaller 
American business man has been 
hard during the past decade, it will 

be even tougher in the years ahead. 
The attempts to help the small busi- 
ness man have become either boome- 
rangs or mere “lip service.” The de- 
sire may have been genuine but almost 
every action has made it harder for the 
small business enterprise to survive. 


Congress passes laws aimed at big 
business. Regulatory departments of 
government issue rules and regulations 
to control big business. A tax bill is 
enacted with the main objective of reach- 
ing the earnings of big business but in 
its wide scope it ensnares the small busi- 
ness man. 

Big business finds it costly to comply 
with the many rules and regulations 
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but big business can have a staff to 
handle the multiplicity of detail. 

Not so with the smaller business man. 
His volume of business does not permit 
him to engage many specialists. He 
worries through, as best he can, about 
the details of all these acts and, some- 
times, he has become discouraged. 

Then a threat of war comes along. 
We decide to get on a war basis. The 
spending of billions means volume 
placement. The small business man 
doesn’t get many government orders, 
not because the government doesn’t care 
to give them to him but simply because 
there is haste and waste in an “emer- 
gency” and he is overlooked. 

So the small business man, beset with 
priorities, sees his usual business cur- 
tailed. Non-defense items in which he 
usually deals are limited as to produc- 
tion. The rules and regulations he 
knows were intended to regulate and 
control his big brother in business have 
unfortunately enveloped him. 

Some in the small group say they 
need money at easier rates. The major- 
ity of small business men, who are efb- 
cient, are not calling for credit. They 
are willing to take their chances on 
straight business operations but they 
can’t compete when they have to spend 
so much of their time studying this and 
that, complying with an_ ever-rising 
number of rules and regulations, mak- 
ing out an increasing series of local, 
state and government tax returns. 

The value to this country of smaller 
business needs little if any argument. 
Far-visioned men of big business agree 
to that as do most people in any walk 
of life. Small business implies the ex- 
istence of economic democracy. 

And let us not overlook the fact that 
the more small business enterprises we 
have the more difficult will be attempts 
at uneconomic control and regulation of 
business by government. 

There will be considerable tax bur- 
dens in the years ahead. They will 
weigh heavily on the small business 
man. It is no balm to the small busi- 
ness man to realize that his troubles 
come from an effort to save him. Good 
intentions offer little solace to the man 


who becomes so discouraged over the 
demands made upon business that he 
leaves the field of commercial enter- 
prise. One certain way to make small 
business smaller, less attractive, is to 
establish more rules and regulations to 
control big business. 

David felled Goliath with a stone 
from a sling but when he went forth 
to battle he was not required to don a 
suit of armor that fitted Goliath. Left 
free to choose his armor and _ his 
weapons he came out victorious. The 
modern David in America, the small 
business man, asks no more. 

This is not argument against the wis- 
dom of defense. It is entirely designed 
to emphasize a sincere belief that un- 
less in the months ahead smaller busi- 
ness organizations can find a way out, 
have apportioned to them a larger por- 
tion of defense contracts, the mortality 
among such organizations will be great. 

Nor is it going to be ‘confined to 
manufacturing. Certain retailers, serv- 
ice companies, and the various other 
lines handling non-defense goods will 
also feel the pinch. Careful planning 
and a great effort are needed to prevent 
such a development —From the Monthly 
Business Review of the National Asso- 
ciation of Credit Men. 
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No matter how well a public relations 
program may be conceived by a state 
association, it must have for its founda- 
tion the active support and participation 
by all of its member banks. When I 
use the word “participation,” I mean 
just that. This is another way of my 
saying that sound public relations begin 
at home. 

Newspaper advertising and radio ad- 
vertising are fine things for public re- 
lations, to be sure, and it is sometimes 
desirable for a state association to par- 
ticipate in some codperative form of ad- 
vertising; but I can truthfully say that 
money spent in this way might just as 
well be poured down the sink unless the 
individual banks are actually practicing 
what the association is preaching. —Ray 
A. Ilg, vice-president of the National 
Shawmut Bank of Boston. 
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“‘The Test of Time’’ 


The American National Bank of 
Nashville, Tenn., is running a series of 
4-column newspaper ads each one with 
the catch heading “the test of time.” 
Each pictures and describes an historic 
Tennessee mansion and ties in the age 
and dignity of the subject with the 
“time-tested” history of the bank. Each 
ad concludes with this paragraph: 

“Today, time tested, the American 
National Bank offers you a_ banking 
service never before equalled in Nash- 
ville . . ¢ built on experience . . . to 
fit present-day needs.” 


Defense Slogan Contest 


The Irvington National Bank, Irv- 
ington, N. J., has announced a “Defense 
Slogan Contest” to promote the sale of 
United States Defense Bonds and 
Stamps. The contest is open to any- 
one. Contest entries are to be made on 
a coupon attached to the bank’s adver- 
tisement in the local paper. The slogan 
selected as the best by the judges will 
be awarded $5 in defense stamps. 


Modernization Loans 


The Morris Plan Bank of Virginia 
which advertises itself as a “state-wide 
savings bank” is featuring in its current 
advertising the advantages of home mod- 
ernization loans. “A home moderniza- 
tion loan,” it says, “is a sound invest- 
ment . . . in dollars and cents, as well 
as in better living.” It suggests mod- 
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ernization to save heating fuel by in- 
sulation, weather stripping and modern- 
izing and repairing. 

“Home Modernization Loans,” it 
writes, “are regular bank loans. No 
collateral, mortgage, or endorsers are 
required. It makes no _ difference 
whether there is already a mortgage on 
your home or not. You simply fill out 
an application blank and sign a note. 
The money is available promptly to go 
right ahead with the work.” 

A convenient table is included show- 
ing the terms for a given amount of 
loan in monthly payments over various 
periods of time from 12 months to 36 
months, 


Six Ways'to Use a Checking Account 


The Newton Trust Company, Newton, 
N. J., in order to emphasize how many 
different classes of customers can use 
a checking account recently ran six dif- 
ferent single-column ads in one issue 
each featuring the checking account 
needs of a different type of customer. 
Those featured were: a white collar 
worker; a merchant; a farmer; a home 
owner; a newly-wed and a professional 
man. 

The farmer is quoted as saying: 
“The place to make money is on the 
farm—not travelling into town every 
time you have a bill to pay. The post- 
man runs my errands—pays my taxes, 
my bills, my insurance premiums. And 
remember every check is a fool-proof 
receipt.” 





“EYE-CATCHERS” 


These bank ads caught our eye 
and made us read the ad. How 
about you? 

‘*You and I Have a Job to Do!”’ 


—Wachovia Bank and Trust 
Company, Winston - Salem, 


N. C. 
Pay Your Rent—and 
Have It Too! 
—Valley National Bank, 


Phoenix, Arizona. 


**‘But I’m Sure I Paid 
That Bill!’’ 
—First Wisconsin National 


Bank of Milwaukee. 


Who Stole Penelope 
Packer’s Purse? 


—Newton Trust Company, 


Newton, N. J. 


Are Bankers People? 
—McDowell National Bank 
Sharon, Pa. 





Diamond Jubilee 


In commemoration of its diamond 
jubilee, the Union Savings Bank of Dan- 
bury, Conn., is issuing a booklet de- 
scribing the history of the institution 
in detail to all of its customers. The 
bank first opened its doors for business 
on July 23, 1866. Its resources have 
grown to $8,600,000 and it now serves 
over 8,700 depositors. 


Personal Loan Story 


The dramatic story of how a personal 
loan in time saved a stranded Milwaukee 
girl from war-torn Europe is vividly 
told in a recent advertisement of the 
First Wisconsin National Bank of Mil- 
waukee. The story is illustrated by a 
drawing of the bombing and invasion 
of a European city. Here is the story 
as told by the bank: 

“Suddenly—overnight—the terrifying 
crash of bombs signalled the end of her 


career at a famous university in Europe. 
She was stranded ... short of funds 
. . - half a world away from her Mil- 
waukee home! Urgently her parents 
sought U. S. State Department aid. 
Washington ‘officials acted promptly. 
Their reply reached Milwaukee in the 
morning: ‘Can arrange passage aboard 
neutral liner sailing tonight for New 
York, provided you cable necessary 
funds before noon. $300 required 
rere 

“Three hundred dollars! A big sum 
of money to raise on short notice! .. . 
especially for an average family of mod- 
erate means. And only three hours to 
get it. Where? How? .. . A personal 
loan? The parents phoned us, then 
came in to discuss details—and a First 
Wisconsin Time-Credit loan solved the 
problem! The daughter is back in Mil- 
waukee now, safe and sound, far from 
the thunder of war in Europe. And the 
loan is being repaid month by month 

- in budgeted instalments. 

“This true story vividly portrays our 
basic policy in making personal loans 
on the First Wisconsin Time-Credit 
Plan. Simply this: To provide needed 
funds to any credit-worthy borrower for 
any useful purpose.” 


F. A. A. in Cleveland 


“Banking—Keeping in Step with 
Changing Conditions” will be the 
theme of the Financial Advertisers Asso- 
ciation’s 26th annual convention which 
will be held in Cleveland September 
8-11 with headquarters at the Hotel 
Statler. 


Heading the list of general session 
speakers are: Emmett F. Connely, presi- 
dent of the Investment Bankers Associa- 
tion of America; Merle Thorpe, editor 
of Nation’s Business; Charles F. Ketter- 
ing, director of research, General Motors 
Corporation; Russell Davenport, chair- 
man of the board of editors of Fortune 
Magazine; Sidney Maestre, president, 
Mississippi Valley Trust Company, 
St. Louis; B. M. Edwards, special assist- 
ant to the Secretary of the Treasury im 
charge of banker liaison in the Defense 
Savings Division, and president of the 
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South Carolina National Bank; Ralph 
M. Eastman, vice-president, State Street 
Trust Company, Boston, Mass.; Gilbert 
T. Stephenson, director of trust research 
of the Graduate School of Banking of 
the American Bankers Association; 
T. Harris Smith of T. Harris Smith & 
Associates, specialists in bank staff sales 
and public relations training. 

Unlike many other conventions, mem- 
bers go there for one purpose—to study 
and work. Promptly on the stroke of 
nine each morning it is nothing unusual 
to see the entire attendance at their 
desks, note books in hand and ready 
for the school session which for many 
years has been a feature of these con- 
ventions. 

The school this year will be conducted 
by Dr. Henry Miller Busch, head of the 
division of social sciences, Cleveland 
College of Western Reserve University. 

The subject will be “People—the 
World Today and the Public Mind.” 

Another interesting feature of the 
F, A. A. conventions are the depart- 
mental or “Bull” sessions, as they are 
called, which are held every afternoon 
from 2:30 on. In a number of previous 
years these sessions have been so inter- 
esting and informative that they had to 
be called on account of dinner. There 
are five divisions—commercial develop- 
ment for smaller banks, commercial de- 
velopment for larger banks, investment 
division, savings division, trust division. 
Successful methods of advertising and 
new business will be the topic up for 
analysis in these divisions. 

Robert J. Izant, vice-president, Cen- 
tral National Bank, Cleveland, at the 
convention, will conclude his year as 
president of the Financial Advertisers 
Association. Slated as his successor is 
Victor Cullin, assistant secretary, Missis- 
sippi Valley Trust Company, St. Louis, 
Mo., now first vice-president of the asso- 
ciation, while L. E. Townsend, now sec- 
ond vice-president of the association, is 
slated to move into the first vice-presi- 
dency, with presidency scheduled for 
him in 1942. 

The election is scheduled for the an- 
nual business luncheon to be _ held 
Wednesday noon at the Statler. 
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There will be a get-together, get- 
acquainted party Sunday evening at the 
Statler for early arrivals. 

Tuesday afternoon is the only “free” 
afternoon of the convention. For that 
afternoon a golf party will be arranged 
for the golfers, and there will be an 
alternative of a sightseeing trip through 
Nela Park and the lighting plant and 
laboratories of the General Electric Co. 
where a buffet supper will be served. 


Welcomes New Regulations 


In current advertising the Morris Plan 
Bank of Virginia runs a heading read- 
ing: “The Morris Plan Bank of Vir- 
ginia welcomes new Federal regulations 
for financing purchase of articles on in- 
stalment plan.” The text of the adver- 
tising reads: 

“In this current world emergency, 
this country is directly tied into the 
battle for freedom. Priorities to divert 
all necessary metals into the production 
of planes, tanks, and ships are reducing 
the available number of automobiles, 
stoves, refrigerators, oil burners, auto- 
matic stokers, and other like items. 

“The remaining number to be manu- 
factured must be marketed in orderly 
sound fashion to prevent skyrocketing 
high prices. Too, there must be a back- 
log of unfilled purchases when peace 
comes, so that otherwise idle men may 
be able to go to work producing things 
we are denied while we win this battle 
for liberty. 

“Meantime, this bank stands ready to 
serve in helping the dealers to market, 
and consumers to buy, the articles that 
are available on a sound, legitimate 
basis in codperation with the Federal 
Government regulations.” 


LO) 
FLUORESCENCE FLOURISHES 


In just four years the output of fluores. 
cent lamps has climbed from 250,000 
units to approximately 20,000,000 an- 
nually, according to Modern Industry 
magazine, which predicts that ten years 
from now these lamps may furnish half 
of all light used in the country. 


ths) 
= 
we 





BRIEFS 


Items of Interest from Many Sources— 
Condensed for Quick Reading 


ABA Entertainment Program 


The entertainment program for the 
annual convention of the American 
Bankers Association to be held in 
Chicago, September 29-October 2, has 
been announced by President P. D. 
Houston. The program was arranged 
by the entertainment committee for the 
convention, under the chairmanship of 
William H. Miller, vice-president of the 
City National Bank and Trust Company, 
Chicago. The program follows: 


Sunday, September 28 
Reception for arriving delegates in 
Grand Ball Room of Stevens Hotel, with 
appropriate music, 4:00 P. M. to 6:00 
PB. 
Monday, September 29 
For a limited number of ladies attend- 
ing the convention a tour has been ar- 
ranged through the Kraft Cheese Co., and 
the same tour will be repeated on Wednes- 
day. The tour will begin at 1:30 P. M. 
and the same tour will be repeated on 
Wednesday at the same time. 


Tuesday, September 30 


A luncheon has been arranged for the 
ladies at the South Shore Country Club 
which will include a nine mile tour along 
the south shore of Lake Michigan. 

Tuesday evening an all star show has 
been arranged and will be held in Orches- 
tra Hall, one of Chicago’s fine air-condi- 
tioned theaters having perfect acoustics. 

Wednesday, October 1 

A reception hour has been arranged by 
the Chicago banks in the Grand Ball Room 
of the Stevens Hotel from 5:30 P. M. to 
6:30 P. M., for all the delegates and their 
ladies. 

Thursday, October 2 

A tea has been arranged for the ladies 

at the Edgewater Beach Hotel in the af- 


ternoon, which will include an eight mile 
drive along the north shore of Lake Michi- 
gan. 


Thursday evening the inaugural cere- 
mony will be held in Orchestra Hall and 
in addition to having a very fine. organ 
recital the nationally known Swedish 
Chorus of Chicago and the popular and 
celebrated singer, Giovanni Martinelli, will 
entertain. The Grand Ball, which is the 
closing function of the convention, will be 
held in the Grand Ball Room of the Stev- 
ens Hotel after the inaugural ceremony. 


When registering, the delegates will 
receive a kit which will contain a cou- 
pon booklet. The coupons can be ex- 
changed for tickets to the various fune- 
tions at desks which will be provided for 
that purpose. 

In addition, coupons will be included 
which can be exchanged for tickets 
which will admit the delegates to places 
of interest in Chicago, such as the Field 
Museum, Art Institute, Planetarium, 
Board of Trade, and the Board of Trade 


Tower for a view of the city. 


Auditors to Chicago 


For the second time in its history, the 
National Association of Bank Auditors 
and Comptrollers is scheduled to hold 
its annual convention in Chicago Oc- 
tober 8-11. Chicago’s famous Palmer 
House will be headquarters. Advanced 
registrations and early interest evi 
denced in the forthcoming convention 
give it promise of becoming the out- 
standing meeting of the National Asso- 
ciation. 

The Convention Committee headed by 
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C. Edgar Johnson, assistant vice-presi- 
dent of The First National Bank of 
Chicago, is planning a diversified pro- 
gram for discussion and consideration. 
Current bank problems created by 
changes in Federal and State taxes, 
social security, wage and hours laws, 
together with Federal and State unem- 
ployment compensation taxes and per- 
sonnel problems and policies, are in- 
cluded in the agenda. 

Speakers who have accepted invita- 
tions to address the general sessions of 
the delegates include Mark A. Brown, 
vice-president of the Harris Trust and 
Savings Bank, Chicago; Mills B. Lane, 
Jr., first vice-president, Citizens and 
Southern National Bank, Atlanta, 
Georgia and Clifford S. Young, presi- 
dent, Federal Reserve Bank of Chicago. 
J. Stanley Brown, personnel director, 
Chemical National Bank and Trust 
Company, New York, will deliver an 
address on “Personnel Training in an 
Emergency!” and Harvey L. Welch, 
vice-president, First National Bank, St. 
Louis, Missouri, will speak on the sub- 
ject “Auditors Position and Interest in 
the Credit Function.” Dr. Paul F. Cad- 
man, economist of the American Bank- 
ers Association will be the featured 
speaker at the annual banquet to be 
held on Friday evening, October 10. 

The Exhibits Committee is arranging 
an extraordinary array of educational 
displays and equipment exhibits. Na- 
tionally known firms which have already 
indicated their intentions of exhibiting, 
include Burroughs Adding Machine 
Company, De Luxe Check Printers, Inc., 
Diebold Safe & Lock Company, Inter- 
national Business Machines Corp., 
George La Monte & Son, The National 
Cash Register Company, Recordak Cor- 
poration and Scarborough & Co. These 
exhibitors will demonstrate modern de- 
vices and applications of forms, systems 
and methods which should be of first- 
hand interest to alert bankers desirous 
of keeping in tune with the tempo re- 
quired of businesses in this national 
emergency year. 


The Chicago Bank Auditors Confer- 


ence will act as host to the convention. 


ers Association. 


THE BANKERS MAGAZINE for September, 1941 





Doan to Shattuck Service 


R. E. Doan, managing editor of THE 
BanKErS MacazinE for the past two and 
a half years, has resigned active connec- 
tion with the magazine to join the Har- 
lan L. Shattuck Financial Advertising 
Service in Denver, Colorado. He will 
head the bank division of the Shattuck 
organization, which serves banks and 
other financial institutions in forty- 
seven states, Hawaii and Canada, pro- 
ducing a full line of. codrdinated win- 
dow displays, newspaper ad mats, lobby 
posters, etc. 

Mr. Doan is well-known in the finan- 
cial advertising field, having been di- 
rector of public relations for The Denver 
National Bank, Denver, Colorado, and 
editor of The Denver Banker magazine 
before leaving for an extended world 
tour in 1937-38. He is co-author of the 
book ‘Increasing Personal Loan Busi- 
ness,” author of a weekly column in 
Liberty magazine, and of numerous 
articles in financial publications. 

Mr. Doan will continue as an edi- 
torial consultant for THE BANKERS 
MacGaZINE with the title of associate 
editor. 


Cravens to Federal Reserve 


In order to assist in the preparation 
of regulations relative to consumer 
credit the Board of Governors of the 
Federal Reserve System has engaged the 
services of Kenton R. Cravens, who is 
on leave of absence from the Cleveland 
Trust Company of which he is a vice- 
president. 

Mr. Cravens has been in charge of 
the personal loan and finance depart- 
ment of the Cleveland Trust Company 
since its inception in 1938 when he 
helped organize the division. He has 
been in consumer credit work all his 
business life, having operated the east- 
ern division of the Cravens Mortgage 
Company before and after his gradua- 
tion from the University of Kansas in 
1925. He helped organize and was 
elected first president of the Bankers 
Association for Consumer Credit, which 
later merged with the American Bank- 


New Shawmut Branch Office 
The National Shawmut Bank of Bos- 


ton has moved into its new colonial-type 
branch office at the corner of Beacon 
and Charles Street from the former loca- 
tion at 67 Beacon Street. The tradi- 
tional colonial atmosphere of Beacon 
Hill is found in the furnishings and 
architectural design of the new bank 
including such things as an_ old- 
fashioned corner cupboard. and a 
colonial fireplace. While this colonial 
motif predominates in the general style 
of the branch, every effort has been 
made to provide the bank’s patrons with 
the most modern banking facilities and 
conveniences. 

One of the most popular banking fea- 
tures for the residents of Beacon Hill 
and Back Bay is the installation of a 
modern safe deposit vault which is 
equipped with the popular $5 per year 
safe deposit boxes. Spacious confer- 
ence rooms and coupon booths are 
available to customers using the vault 
services. 


Icelandic Currency 


A special display of Icelandic cur- 
rency, including some handsome com- 
memorative pieces, has recently been 
on display in the Chase National Bank 
Collection of Moneys of the World at 
46 Cedar Street, New York. Icelanders 
use paper currency and metallic coins 
resembling our small coins in some 
respects but with considerable variation 
in size and alloy. 


New Colonial type branch 
office of the National 
Shawmut Bank at the 
corner of Beacon and 
Charles streets, Boston. 


Music While You Work 


With the installation of music by 
Muzak just completed in the personal 
credit department of the 42nd Street 
branch of the National City Bank, New 
York, officials have issued an additional 
order for a similar installation in eight 
other sections of the bank. 

Music as a means of breaking the 
monotony of work, reducing fatigue and 
bolstering morale is being utilized by a 
growing number of companies, but the 
National City, it is believed, is the first 
banking institution to recognize the 
beneficial effects of music in that par- 
ticular industry. 

Muzak distributed a special type of 
music from a central location. It main- 
tains a library of thousands of records, 
recorded the Muzak way, without vocals 
and without brass, drums and other 
loud instruments used in dance bands. 


Applies to Sell Life Insurance 


The Williamsburgh Savings Bank of 
Brooklyn, fourth largest mutual savings 
institution in the United States, has 
applied to the state superintendent of 
banks for permission to issue savings 
bank life insurance. The Williams- 
burgh Savings Bank would be the larg- 
est savings bank handling life insurance 
in either New York or Massachusetts. 

In announcing the application, Presi- 
dent Henry R. Kinsey said: “The trus- 


tees believe that life insurance, as well 


as savings, is necessary for family secur: 


ity and that, in offering low-cost life” 
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insurance policies in limited amounts, 
the Williamsburgh Savings Bank will 
be rounding out its thrift services.” 


State-Planters Changes 


At a recent meeting of the board of 
directors, Julien H. Hill, formerly presi- 
dent, was elected chairman of the board, 
and H. H. Augustine, formerly ex- 
ecutive vice-president, was elected 
president. 


Caldwell and Kuhl Promoted 


W. E. Caldwell, Jr., cashier, Central 
National Bank of Cleveland, has been 
elected vice-president of the bank and 
placed in charge of branch offices. O. A. 
Kuhl, Jr., assistant cashier in the bank’s 
loan administration department, has 
been promoted to cashier. 

Mr. Caldwell joined the bank as a 
messenger in 1914 and, with the excep- 
tion of service in the U. S. Army during 
the first World War, has been with the 
bank continuously since that date. He 
has served as teller, manager of the 
credit department and assistant cashier, 


W. E. CALDWELL, JR. 


Vice-President, Central National 
Bank of Cleveland 


having been cashier for the past eight 
years. 

Mr. Kuhl has been assistant cashier 
for the past 12 years. He entered the 
bank in 1921, after attending Ohio State 
University. 


State Street Trust 


At a recent meeting of the board of 
directors of the State Street Trust Com- 
pany, Boston, Mass., F. Harry Wag- 
horne and Francis G. Shepard were 
elected assistant treasurers. Mr. Wag- 
horne came to the Trust Company at 
the time of the merger with the Na- 
tional Union Bank in 1925, and has had 
long experience in the discount depart- 
ment. Mr. Shepard came to the bank 
in 1928, and in recent years has worked 
in the credit department. 


Keegan to Manufacturers 


Harvey D. Gibson, president of the 
Manufacturers Trust Company, New 
York City, announces that Jay Keegan, 
formerly assistant administrator for 
Title I and director of the Division of 


0. A. KUHL, JR. 


Cashier, Central National Bank of 
Cleveland 
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Education of the Federal Housing Ad- 
ministration in Washington, D. C., has 
become associated with the bank. Mr. 
Keegan will devote himself principally 
to the administration, development and 
extension of the FHA activities colla- 
teral to the bank’s operations. His ex- 
tensive experience will be at the disposal 
of banks throughout the country and 
of the building industry. 


Suggestion Boxes 


Nearly every employe, at one time or 
another, has a valuable idea—an idea 
for improving or speeding up service, 
for eliminating waste time or material, 
for better public relations approaches, 
etc. The real job is to stimulate the 
employes into properly presenting these 
ideas and getting them into the right 
hands. Wells Fargo Bank & Union 
Trust Company of San Francisco found 
the solution to this problem some time 
ago. They placed four “Suggestion 
Boxes” throughout the bank, and offered 
cash prizes for the most worth while 
suggestions received. Each suggestion 
is given careful consideration and, if 
practical, the one submitting it is 
awarded cash commensurate with the 
value of the idea. For example, during 
a recent month two junior clerks re- 
ceived cash awards—one was given $5 
for a plan which greatly facilitated the 
picking up of outgoing mail through a 
standardization of mail boxes; the other 
received $2.50 for a suggestion result- 
ing in an improvement in the bank 
building. 

The bank gives credit, in their 
monthly house organ the Wells Fargo 
Messenger, to those receiving awards, 
and urges others to submit ideas. A 
recent issue suggests: 

“How about your own work? Isn’t 
there some way to improve it—to speed 
it up—make it better, more systematic, 
more efficient? Put it in writing and 


then drop it into one of the Suggestion 
Boxes.” 


Convention Dates 


NATIONAL 

September 8-11—Financial Advertisers As- 
sociation, Hotel Statler, Cleveland, Ohio. 

September 22-24—Robert Morris Associates, 
Hotel Statler, Detroit, Mich. 

September 24-27—National Association of 
Supervisors of State Banks, St. Paul, 
Minn. 

September 26-29—Association 
Women, Chicago, IIl. 

September 28-October 2—American Bank- 
ers Association, Hotel Stevens, Chicago, 
Til. 

October 1-3—Mortgage Bankers Association 
of America, Hotel Roosevelt, New York 
City. 

October 8-11—National Association of Bank 
Auditors and Comptrollers, Palmer 
House, Chicago, Ill. 

November 3-5—Morris Plan Bankers As- 
sociation of America, Cloister Hotel, Sea 
Island, Ga. ; 

December 1—Society of Residential Ap- 
praisers, Miami, Florida. 

December 1-5—United States Savings and 
Loan League, Miami, Fla. 

STATE AND REGIONAL 

September 5—Delaware Bankers Associa- 
tion, Rehoboth, Del. 

September 8-10—Iowa Bankers Association, 
Fort Des Moines Hotel, Des Moines, 
Iowa. 

September 11-13—Massachusetts 
Banks Association, 
Swampscott, Mass. 

October 9-10—Nebraska Bankers Associa- 
tion, Paxton Hotel, Omaha. 

October 19-21—Kentucky Bankers Associa- 
tion, Brown Hotel, Louisville, Ky. 

October 24—Maine Bankers Association 
Mid-Winter Meet, Augusta, Me. 

November 6-7—ABA Mid-Continent Trust 
Conference, Hotel Statler, St. Louis, Mo. 


of Bank 


Savings 
New Ocean House, 


PEOPLE ARE SOFTENING 


MILLIons of men and women have de- 
cided they would rather beg for what 
they want than strive for it. We have 
become hitchhikers thumbing our way 
through life. Many of us-would rather 
suppress our opinions and enjoy a free 
ride than fight for our bread or beliefs. 
—Clayton Rand, Mississippi editor, in 
the current Rotarian magazine. 
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